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THE EXCITING NEW 1959 FORDS are 
waiting for you at Avis locations every- 
where. Drive a new Ford on your next 
trip. Make it another “first” for you at 
the Avis sign. The Avis Rent-a-Car Sys- 


tem is the friend of men who travel on 


destination. Now, the new Avis Corporate 
business, Avis means more than just fleets 


Travel Plan saves time, money and paper- 
work for any company with travel prob- 
inated many modern services to shrink lems. More than 80% of the nation’s lead- 
the miles between travel-terminal and 


of new cars. That's because Avis has orig- 


ing corporations call on Avis! 


Mass 


® 
Go places with y | i/7, iy (& © RENT-2-CAR .,..... o~— * 


Copr. 1958, Avis inc. 





Who’s selling that out-of-town 


customer when your salesman isn’t? 


Telephone customers 
between visits... 
and keep them 


buying from you 


These days, you can’t always be Johnny- 
on-the-spot when your customers are ready 
to reorder. 


So to be sure they buy from you, con- 
tact them frequently by telephone between 
sales visits. 

You might also invite them to call you 
collect whenever they’re running low on 
your product. 


Either way, you'll find that frequent tele- 
phone contacts keep your customers happy 
—and keep your products on their shelves. 


The Ideal Reel Company of Paducah, 
Kentucky, made $200 on its first oul-of- 
town call to a customer. It is now doing 


about 70% of its business by telephone. 


LS, 


BELL TELEPHONE SYSTEM & 


LONG DISTANCE PAYS OFF! 


USE 


IT NOW...FOR ALL IT'S WORTH! 
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ALASKA: 26™ STATE 


With statehood, Alaska becomes the 26th state of 
the nation in which The Ohio Oil Company operates 


Since the discovery of oil last year on the Kenai broad areas, competing vigorously in the industry's 
Peninsula-—a discovery in which The Ohio Oil Com- effort to discover and develop the oil producing 
pany participated— Alaska has become one of the potential of this new state. Ohio Oil also has opera- 
busiest oil exploration regions in the United States. tions in Canada, Guatemala, Venezuela, Tunisia, 
Our geologic and geophysical crews are probing Libya, Somalia. 


Statement of consolidated income + Nine months ended September 30 
1958 1957 

Net Sales and OtherIncome. . . . « « «© «© « « « «+ $200,875,582 $219,129,472 

Cost of Sales and Expenses (Exclusive of charges set forth below) . 155,049,516 157,475,498 

Depletion, Depreciation and Amortization . . . . 2... 18,503,619 18,437,229 

Provision for Federal Income Tax . . . . 2. « « «© « « 4,294,893 11,209,296 

NET INCOME FOR THE PERIOD .. . . « « .» $ 23,027,554 $ 32,007,449 








Net Income Per Share Common Stock. . . $ 1.75 2.44 
Shares of Common Stock Outstanding . ‘ 13,126,753 13,126,753 
Cash Dividends Paid—Per Share . . . A ee 1.20 $ 1.20 


Net Crude Oil and Natural Gas Liquids Produced—Barrels . . 26,693,000 29,344,000 
Crude Oil Processed at Refinery—Barrels. . . . 2. 2. 6 11,136,000 11,289,000 


Subject to adjustment by independent public accountants upon completion of year-end audit. 


ye On October 28, 1958, the Board of Directors declared a dividend of 40 cents per share on 
MARATHON common stock, payable December 10, 1958, to shareholders of record November 7, 1958. 


THE OHIO OIL COMPANY rinaiay, onic 


Producers « Transporters « Refiners *« Marketers of MARATHON Petroleum Products 
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Twice Around the 


Just three weeks ago, Publisher 
Malcolm S. Forbes found himself 
flat on the flight deck of the super- 
carrier Forrestal, in the middle of 
the Mediterranean, with Rear Ad- 
miral Charles D. Griffin lying 
prone beside him. Reason they 
were there: to dodge flying frag- 
ments of shattered helicopter roto: 
blades. 

Publisher Forbes 
and Admiral Grif- 
fin, who heads a 
carrier division, 
had just returned 
from a_ briefing 
session with Vice 
Admiral Clarence 
E. Ekstrom (see p. 
19), Commander 
of the Sixth Fleet, 
aboard the latter's 
flagship, the Des 
Moines. Only two minutes afte 
they debarked from the helicopter 
in which they had made the trip, it 
crashed into the deck as it 
tempted to take off again 

To See the World. Forses’ 
publisher was on a final field trip 
in connection with the special fea- 
ture that appears in this issue of 
the magazine: an evaluation of to- 
day’s United States Navy and the 
effect of its widespread activities 
on the nation’s economy. His close 
call aboard the Forrestal was only 
wide variety of 
ences, some of them difficult, some 
of them delicate, a 
few just sheer 
drudgery, that 
were undergone 
by the Forses 
team of five edi- 
and 


all 


at- 


one of a experi- 


tors re- 
searchers whoem- 
barked on_ the 
Navy project in 
the middle of last 
May. 

To gather ma- 
terial for the feature, Forses’ team 
logged a total of 56,000 miles over a 
six-month period, by train, plane, 
ship, sub, tank, car and ‘copter 
well over twice the equatorial cir- 
cumference of the earth. Two 
Forbes editors flew the Navy's ex- 
tension of the DEW (Distant 
Early Warning) Line from New- 
70 Fifth Ave., New York 11, N. Y 
Subscription $6.00 a year in U.S.A. Copyright 1958 


Pa, , 3: 
mae. * p 


\ 
Moment after leaving 
Griffin stands before the craft 


Minutes later, in takeoff attempt, 
it crashes on the carrier's dec 


-mowhere 


Second-class postage paid at 
Forbes, In No. 10 


World in 180 Days 


foundland to the Azores and back 

Another pair spent many days & 
nights aboard ships of the Seventh 
Fleet operating from Japan to Hong 
Kong, one of the hot spots of the 
still-Cold War; with the ships of the 
Sixth Fleet ! 


in the Mediterranean, 
anothe! 


still-simmering section of 
the globe; and at the Guantanamo 
Bay, Cuba, training cente) 

FORBES 
talked 


mirals and sailors 


editors 


with ad- 


. 


—_ 
A 


submerged in sub- 
marines, aboard 
anti- 
heli- 
copters, on the 
flight decks ol 
| aircralt carriers 
They mixed with 
Adm Marines on the 
rifle ranges of 

in tanks on Okinawa 
Mean- 


were 


hovering 
submarine 


a: 
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‘copter, 


Hawaii and 

Aboard the Pentagon. 
while, other Forsesmen 
spending at least as many hours at 
the Navy’s home base in Washing- 
ton, studying not only the complex 
lines of naval but the 
complicated procurement process 

To observe in detail the effect of 
Navy contract dollars on an indivi- 


command 


dual defense-contracting company, 
a ForRBES group the 
shipyard of Dynamics’ 
Electric Boat 
Conn., talked with numerous othe 
defense contractors 


visited huge 
General 


Division in Groton 


Naval Duty. At 
a rough estimate, 
ForBES’ naval task 
jointly put 
in more than 3,500 
man-hours of 
work, delved 
thousands of pam- 
phlets, 
publications, re- 


force 


into 
technical 


search 
The 
the best of Forses 
& belief. is a 
the story of the 
Naval Forces alt 
overseas togethe: with 
effect on the 
all contained in 
12 information-packed 


papers 


result, to 


knowledge 
compendium 
United States 
home and 
a hard look at its 
national economy 


unique 


and 
this 


pages 
else available in 


form 
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Should | 
buy?...sell7... 


or just sit tight? 


Those are decisions that thousands 
of investors must make each day.. . 
decisions that depend, time after time, 
on the news. 

That’s why we do all we can to 
keep you as well informed as possible. 
It’s why we developed our own Special 
News Wire here at Merrill Lynch— 
the 11,000 mile network that can in- 
stantly link our 125 offices and flash 
the details on any major events that 
may influence investments. 

For seven hours a day this wire car- 
ries a stream of fact and figure on 
stocks, bonds, commodities . . . gives 
quotes, conditions, prices races 
dozens of straight news stories, our 
own Research Division reports, and 
any “extras” reported by Merrill Lynch 
offices from coast to coast. 

If your investment decisions ever 
depend on the news . . . on a well- 
rounded picture of what's happening 
here and abroad . . . on the latest facts 
available on any particular industry, 
company, or stock, why not check 
Merrill Lynch first? Our information 


is yours for the asking. 


ALLAN D. GULLIvEeR, Department SD-145 


Merrill Lynch, 
Pierce, Fenner & Smith 


Members New York Stock Exchange 
and all other Principal Exchanges 


70 Pine Street, New York 5, N. Y. 


Offices in 112 Cities 
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READERS SAY 


| Corporate Yardstick 


Str: I would appreciate your defini- 
tion of cash flow and information on 
how it is calculated. 

—C. Le Roy Drypen 
Baltimore, Md. 


Cash flow is the reported net income 
of a corporation plus amounts charged 
off for depreciation, depletion, amortiza- 
tion and extraordinary charges to re- 
serves. Since it reflects the ability of a 
corporation to pay for its own growth, i 
is considered a useful yardstick.—Eb. 


Outboard Marine 


Str: We have read the article in your 
October 15, 1958 issue entitled “Marine 
Motors—Reduced Speed?” We call your 
attention to an incorrect statement in 
that article. . . . This statement reads as 
follows: “Rather than write off tooling 
costs last fiscal year when it was trying 
to sell stock to the public, Outboard 
switched accounting methods in mid- 
stream, deferred the charges to this 
year.” This is untrue. We did not switch 
accounting methods “in mid-stream” nor 
in connection with the public financing 
that was completed on July 1, 1957... . 
We believe that you should undertake 
to publish a correction in your next is- 
ie 

—W. C. Scorr 
Executive Vice President 
and General Manager, 
Outboard Marine Corp. 
Milwaukee, Wis. 


See box on page 7.—Eb. 


Here Comes Teddy 
Sm: The cartoon “Roosevelt Ap- 
proaches” (Fact & Comment, Forses, 
Oct. 15) recalls to my mind the song 
which was current at the time of the 
cartoon. It went thisaway: 
It’s moving day way 
Jungletown. 
All the natives 

frown 
All the monkeys and the chimpan- 


zees 
999 


down in 


wear a_ worried 


up in the banyan trees. 
Hear the rattle of the pots and pans 
Getting ready for the caravans 
Run, you lions and you tigers, run 
Here comes Teddy with his gun, 
gun, gun! 
—A. D. BRINKERHOFF 
Bloomfield, N. J. 


Closed-End Computation 


Sir: Your report on investment com- 
panies (“Vanishing Discounts,” Forses, 
Oct. 15) shows asset values of most 
closed-ends gaining less than the S&P 
500. Undoubtedly this is due to the dis- 
tribution of capital gains by some or all 
of the companies. 

—JOoHN A. BOLT 
Chicago, III. 


Forses counted in all capital gains 
distributions in its calculations ——Eb. 


Bigger Ownership? 


Str: In “The New Owners” (Fores, 
Sept. 15), with its account of the great 
increase in stock holdings by the pub- 
lic, you did, not mention the horrid word 
“distribution,” but it nevertheless looks 
like that and on a great big scale. 

—WiLuiaM P. RICHARDS 
San Diego, Cal. 





Chrisimas Gift Order Form 


FORBES, 70 FIFTH AVENUE, NEW YORK 11, N. Y. 





Send FORBES for 1 year as my gift to: 


Name 
Address 
City 


(Please Print) 


Zone State 


Send Colorful Gift Card signed 
(If you wish to send more than one gift, please attach lists) 
Also enter my own 1-year [] New or [] Renewal subscription. 


Donor 
Address 
City 


(Please Print) 


Zone 





Gift rates good only 
through Dec. 31, 1958 


One 1-year Gift Subscription 
Two 1-year Gift Subscriptions $10 
Each additional 1-year Gift 


$6 [) Payment enclosed 


$5 1 Bill me 


Pan-American and Foreign $4 a year extra 
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How Madison Stacks Up 


Sir: We at Madison Fund read with 
extreme interest your article on closed- 
end investment trusts (“Vanishing Dis- 
counts,” Forses, Oct. 15). Unfortunately, 
the bar graph indicates that our com- 
pany, listed under its former name of 
Pennroad, compared unfavorably with 
the other leading trusts during the last 
five years. After considerable checking 
we discovered that an incorrect figure 
was used for the asset value of Septem- 
ber 30, 1953 and no adjustment was made 
for the 1956 stock dividend. 

Edward A. Merkle 

President, 

Madison Fund, Inc. 
New York, N.Y. 


Investment Company Manager Merkle 
is right. Figured correctly, Madison 
Fund (formerly Pennroad) comes up 
with a 96% increase in asset value, which 
compares closely with Tri-Continental’s 
100%, Lehman’s 96% and Adams Express’ 
96%. The adjusted increase in its mar- 
ket price would work out to 93%, still 
below that of most other closed-end 
companies but considerably better than 
the 82% shown in Forses’ bar chart.—Eb. 


Rugged Ride 


Sir: In the article “Trend Bucker” in 
your Sept. 15 issue, you quote a Wall 
Streeter as saying “The Southern Pacific 
has ...a rugged trans-Rocky Mountain 





A Correction 


In Forses’ October 15 issue, the ar- 
ticle on Outboard Marine Corp. 
stated that “Rather than write off 
tooling costs last fiscal year when it 
was trying to sell stock to the public, 
Outboard switched accounting meth- 
ods in mid-stream, deferred the 
charges to this yeam” Forses did not 
intend any implication that Out- 
board’s decision to change accounting 
methods was made in _ connection 
with the public financing. Any such 
implication is totally incorrect. The 
decision to defer certain tooling costs 
was not made until the close of the 
1957 fiscal year, about three months 
after Outboard had completed its 
stock sale to the public. Conse- 
quently, the earnings figures pub- 
lished in connection with the 
financing were lower and more con- 
servative than they would have been 
if the deferment decision had been 
made before the stock offering. What 
actually occurred was that on Sep- 
tember 30, 1957, Outboard deferred 
1957 tooling costs incurred in connec- 
tion with the new models which did 
not go into production until the 1958 
season. This had the effect of con- 
tinuing Outboard’s policy of match- 
ing tooling costs with production. 
Forses is pleased to publish this 
statement in order to correct any er- 
roneous impression that may have 
resulted from its October 15, 1958 ar- 
ticle. 
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operating territory .. .” I have traveled 
over almost every mile of the S. P. sys- 
tem and know of no rugged trans-Rocky 
Mountain area. Your Wall Streeter ob- 
viously confused the S. P. with the Un- 
ion Pacific, which runs from Ogden, 
Utah, to Omaha, or the Denver & Rio 
Grande, which covers some _ really 
rugged territory between Salt Lake City 
and Denver. 

—L. L. WalITEe 
Vallejo, Cal. 


Forses’ Wall Streeter blushingly con- 
fesses the inexactitude of his geography, 
but maintains that the SP’s territory is 
rugged enough when pusher locomotives 


are needed to get trains moving on East- 
West movements.—Eb. 


By A Nose 
Sirs: In the October 1 issue of Forses 
; appears an article entitled “The 
Camel’s Nose” [that] quotes a portion 
of a poem by Lydia Huntley Sigourney. 
You may be interested that our city of 
2,500 friendly people was named for 
Mrs. Sigourney, and to my knowledge 
is the only city in the U.S. with that 
name. An oil portrait of the lady hangs 
on the wall of the Court House 
ALBERT F. GOELDNER 

Sigourney, Iowa 


A Guaranteed Way to 


ADD $100 TO $2000 
TO YOUR NET INCOME 


FROM THE NEW TAX LAWS 
Without Risking a Cent 


New York, N. Y.—We urge you not even to think of figuring your 1958 income tax 
without having, at your side, a copy of the latest edition of the famous annual guide, 


| J. K. Lasser’s YOUR INCOME TAX. The first new tax laws in three years, signed by 


President Eisenhower, have turned out to be real “sleepers,” 
savings for almost every individual and businessman. 


packed with unexpected 
couldn't have come at a 


They 


better time as inflation continues to eat away at your hard-earned money. 


Take advantage of this new tax law 
bonanza with all the savings brought to 
you by J. K. Lasser’s new 1959 guide. 
The book costs $1.95 and you are free 
to use it until April 15th of next year. 
It may save you up to $2,000. It must 
save you at least $100 or you get your 
money back. 


The two new tax laws offer you by 
far the most profitable opportunities for 
saving business and personal tax money 
in three years. In addition, new rulings 
and decisions in the past year have 
opened up tremendously important sav- 
ings. For example, many individuals don't 
realize that in case of illness, any salary 
received up to $100 weekly is tax free 
after the first seven days; in case of in- 
jury, no matter where suffered, up to 
$100 weekly salary is tax free from the 
first day. No tax deductions need be 
made. 


You'll find new ways to protect and 
increase your net income and capital 
with J. K. Lasser’s new 1959 YOUR 
INCOME TAX. Here are thousands of 
savings, many of them brand new, in 
four key areas: your HOME and REAL 
ESTATE, your PAY, your INVEST- 
MENTS and DIVIDENDS, your FAM- 
ILY SECURITY PROGRAM. You will 
find 372 approved ways to reduce your 
taxes—including many steps you should 
take this year . . . 459 items which you 
can exclude from your gross income .. . 
563 job-and-profession check lists, with 
all possible approved deductions for each 
job and profession. . . . 139 medical and 
dental expenses that can be deducted .. . 
47 ways to increase your exemptions... 
49 tax savings for homeowners (including 

| all deductible household expenses) 


plus 1789 tax-saving pointers that may 
fit your particular situation 


If you employ a tax advisor, don’t 
expect him to compute your lowest tax 
unless you give him ALL the facts. No 
one but you can spot all the deductions, 
exemptions and income exclusions you 
are entitled to. With so many opportun- 
ities for saving tax money, it’s not 
surprising that the Treasury Department 
has found that millions of Americans 
throw away hard-earned money in need- 
less taxes. It’s unnecessary to be caught 
in the high-price, high-tax squeeze when 
J. K. Lasser’s new 1959 YOUR INCOME 


TAX can increase your net income 


An Extraordinary No-Risk Guarantee 

Few investments are as profitable and 
free of risk as J. K. Lasser’s 1959 YOUR 
INCOME TAX. A return of 50 to 1,000 
times your $1.95 investment is guaran- 
teed or you can return the book any 
time up to April 15, 1959, for full refund 
Just send $1.95 today to Simon and 
Schuster, Publishers, Tax Dept. T-5, 630 
Fifth Ave., New York 20, N. Y., for a 
copy of this money-making new guide. 
You risk nothing. 





FREE FILLED-IN TAX RETURNS 


In addition to J. K. Lasser's YOUR 
INCOME TAX, you will receive at no 
extra charge a special 16-page book- 
let of all individual tax returns com- 
pletely filled in line by line. This will 
save you endless time and headaches 
—and make sure you don't miss any 
savings. Please keep this supplement 
regardiess of whether or not you 
retain the book under this unusual 
no-risk guarantee. 














not listed 


Vision, foresight, spirit ...the creative imagination that results 
in newer methods, finer products, better living. 


None of these is listed in financial reports or balance sheets. 


But they are the most important assets of every great company. 


From natural gas and oll... 
heat, power, petrochemicals 
that mean ever wider service to man. 


TENNESSEE GAS TRANSMISSION COMPANY 


AMERICA'S LEADING TRANSPORTER OF NATURAL GAS 


Lal T 4, TEXA 





FORBES, NOVEMBER 15, 1958 





“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


THE BUSINESS OF OUR NAVY 


{ 


Most sensible people give careful thought to their in- 
vestments. Before undertaking the purchase of several 
hundred or many thousands of dollars in the shares of a 
company, an investment fund, a life insurance policy, or 
a home, considerable if varying degrees of study are 
made. 

Yet the greatest single investment every taxpayer 
makes every day of every year is in the Defense Depart- 
ment of the United States, and relatively few know much 
about what they have to show for it. With almost two 
thirds of every federal tax dollar going to the Departments 
of the Army, Navy and Air Force, Forses felt an exami- 
nation of this biggest single investment by its readers was 
relevant. 

This issue looks into the ten billion dollars a year that 
Americans invest in their Navy. It presents a closeup of 
its management—who runs it and how well—and a birds- 
eye view of what, operations-wise, we have “in being,” 
along with where it is and what it’s doing; and, particu- 
larly. the impact of this vast expenditure on the economy 
in general and investor-held corporations in particular. 

From personal study in many places, on many ships at 
sea as well as installations ashore, I have arrived at sev- 
eral conclusions. 

First: The management of this immense, unique outfit 
is outstanding, far better than 
would seem possible in the 
conditions and circumstances 
under which it must operate. 

Second: The billions an- 
nually invested are spent with 
a caution that, if anything, 
is perhaps overdone in view of 
the missions assigned. Only if 
the wisdom of these billion 
dollar spending decisions is 
tested by ultimate holocausts, 
can they be called wrong. If 
global atomic war comes—the 
event Naval and other defense 
spending is aimed at prevent- 
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Publisher Forbes interviews Pacific Admiral Herb- 
ert G. Hopwood at Navy Headquarters, Hawaii. 


ing—then the decisions made could be questioned if there 
was anyone left to do it or to care. 


MANAGEMENT 

As Naval Secretary Thomas Gates points out, everyone 
can with reasonable readiness evaluate the performance 
of a corporation by the figures in its annual report, its 
earnings. Management miscalculations as to markets and 
products find quick reflection in the balance sheet. Too 
many mistakes, or one too big, brings a quick change in 
command by a board of directors acting for and prodded 
by disappointed, irate shareholders. While such quick, 
ready criteria are not available to evaluate performance 
in the Armed Forces, there are other standards. In a 
matter of hours the President could implement his deci- 
sion for Lebanon support by having ashore and offshore 
tens of thousands of highly trained men and a con- 
centrated fire power that in its destructive capability ex- 
ceeded the total expended during World War II. Such 
readiness to implement the ultimate purpose of the 
Armed Forces could not be fully appreciated by the aver- 
age citizen of any country, but it could be marvelled at 
and give pause to those who planned and plan aggression. 

One thing that makes a very deep, reassuring impres- 
sion after sessions with many men ranging from chiefs in 
charge of cruiser gun turrets 
to four-star admirals in charge 
of fleets and oceans, is the 
rounded capacity and ability 
those in charge bring to their 
jobs. The widespread notion 
that in the services a man in- 
evitably percolates to the top 
primarily by seniority, is re- 
mote from the truth. Rarely in 
the business world does any 
executive on his way up the 
ladder have to pass so many 
musters as senior Naval offi- 
cers. Fitness reports by one’s 


commanding officers are a 





constant companion in every change of station and status. 
Attrition accelerates with each succeeding higher rank. 
In the Navy an officer cannot stand still; as time marches 
on he must excel to move up or else move out. To be 
fitted for higher command virtually every officer from 
ensign days until retirement is exposed to every type of 
responsibility from deck work to desk work with an un- 
believable variety of responsibilities. 

I met few young officers who did not have a keen and 
informed interest in both the economy of their own coun- 
try and the trends and tensions of the international affairs 
in which they play such a personal role. 

In short, the popular stereotype of the limited obtuse 
“military mind” is as much an anachronism as the car- 
toonist’s version of a cigar-smoking, pot-bellied robber 
baron, or the bomb-throwing, unshaven union leader. The 
executives in the Navy, junior and senior, by and large 
have a better, broader perspective, more experience and 
capacity for management than their counterparts in most 
corporations. 


SPENDING 

One day I accompanied Major General David Shoup, 
Commander the Marine 
when he had an inspection 
of a tank battalion. After 
brief and the 
usual rank-by-rank 
of the several 
spic, span, and 
purposeful-looking troops, 
the General spent the rest 
of the day with the officers 
and sergeants in charge of 
assorted supply 
With an informed assidu- 
ousness that would do 
to the best trained 
anventory 
Macy's, 


of sizable forces on Okinawa 


formalities 
in- 
spection 
hundred 


rooms. 


credit 
analyst in 
spot-checked 
supplies on hand from 
brooms to bullets. “I'll be 


damned if I 


he 
Flagship somewhere 
want 
money tied up in things we don’t need; there’s too much 
we do need,” was his comment. Where the inventory of 
items on hand considerably exceeded the consumption of 
such supplies in the current year and during the average 
of immediate preceding years, the General proceeded to 
“chew out” those responsible in the no-uncertain-man- 
ner traditionally associated with the Marine Corps. 

This vigilance against I found, surprisingly 
enough, to be of prime concern up and down the line. 

On the deck of the carrier Hancock operating off For- 


our 


waste 


mosa, a too-quick tractor driver started towing a plane 
before its moving crew had undone the last wire holding 
it to the deck. When the wire snapped the crew chief 
bellowed, “You stupid —, you just cost the taxpayer 
ten bucks!” 

Perhaps at the opposite end of the scale the most elo- 
quent testimony as to the Navy’s determination to wring 
the maximum from the millions it spends comes from the 
bewildered and often infuriated comments of corporate 
presidents with huge contracts. Profits are notoriously 
slim, and re-negotiation clauses hang over the heads of 
those doing business with the Defense Department like 
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Aboard Cvaleor Helena, Admiral Lewis S. Parks’ 


the proverbial sword of Damocles. Never ending budget 
hearings and endless congressional committee check-ups 
have left almost too deep an impress on service spending, 
so that sometimes confusion and delay rather than econo- 
my results. Top decisions on what to buy are doubtless 
wrong on occasion and reversed often at high cost, but 
waste and irresponsible spending are certainly not the 
hallmarks of Navy operation and procurement. 


MISCELLANEOUS OBSERVATIONS 

The unbelievable co-ordination and teamwork of a car- 
rier flight deck as a four thousand man team launches 
four super-sonic fighters and bombers a minute at 
night as well as in the day . . . The vast, never-ceasing 
training program involving hundreds of thousands of 
men from boot school to the most advanced nuclear sci- 
ence, making the Navy in the broadest sense one of the 
world’s largest universities and undoubtedly the one with 
the widest curriculum . . . The lament of one top Marine 
General that the system precludes keeping a crack line 
company officer beyond a brief tour of duty: “We operate 
on the theory that every officer must be equipped to be 
commandant and a company commander who’s best in 
the world for the job and loves it but who would make a 
lousy commandant even- 
tually is heaved out be- 
cause he couldn’t handle 
some desk job”... The up 
and down the line popu- 
larity of Secretary Gates, 
often described to me 
“the best since Forrestal” 
... The relatively smooth 
synchronization 
sponsibility and decision 
making between top civil- 
ians and top brass in the 
Department of the Navy 
The unbelievable 
cleanliness of Naval 
ashore and at from 
bilges and boiler rooms to 
quarters and radar anten- 
... The high degree of esprit de corps and pride of 
unit. A fighter’s maintenance crew will wash down and 
shine up “their” plane with the care that would do credit 
to a high schooler preparing his hot-rod for a Saturday 
night date . . . The surprising popularity of our sailors 
ashore in the ports of Europe, the Middle East and the 
Far East The effectiveness and importance of the 
Navy’s small but highly capable Public Information unit. 
Without it the public at large would have little way of 
knowing much about one of its prime insurances of con- 
tinued freedom, and the morale of its men and officers 
scattered in thousands of units all over the globe could 
hardly be kept at its present high peak . . . the inevitable 
price in lives of maintaining the Navy in its high state of 
combat readiness. In just a relatively brief period of ob- 
servation with our fleets in danger areas I saw a half 
dozen accidents that cost three young men their lives, 
a loss to both the nation and their families . . . The price 
of freedom today, as throughout history, is high, but from 
the United States Navy the American people are certainly 
getting their money’s worth. 
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834,000,000 


vote of 


confidence 


GENERAL 
TELEPHONE 


America’s Second Largest Telephone System 
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You'll get an idea of General Telephone’s faith in the 
future from this: 

We have budgeted $834 million for a 5-year expansion 
program. 

This program is solidly based on the sound, continuing 
growth of the regions we serve. 

We operate, mainly, outside the overcrowded metro- 
politan centers. In 30 states, our 1745 exchanges are 
the nerve centers of bustling areas that are attracting 
industries and people in quest of room. 

That’s why we are installing new phones at the rate 
of 15,000 a month. 

That’s why we are investing almost $190 million a year 
in new construction and facilities. 

There’s no question about an ever-increasing demand 


for superior telephone service. 


Nor about our determination to supply it. 





Why all the activity in New England Electric? 


i 


NEW ENGLAND... 


TOP PROVING GROUND 


FOR PEACEFUL USE OF THE ATOM 
A son 


Mile for mile it is difficult to find any area in the 
nation that can match New England’s continuing demand 
for more and more electric power. And here in the north- 
east, too, have gathered many of the country’s ablest 
scientists -men dedicated to developing more and more 
peaceful uses for the atom. Small wonder then that New 
England’s climate for research has contributed so much to 
tomorrow’s climate for prosperity. 


Some time in 1960, the New England area’s first 
atom- powered electric plant at Rowe, Massachusetts, will 
send power surging through this vigorous region. And 
New England’s many hydro and steam generating plants 


a ee Me ; : 
Mew Englands Largest will proudly welcome this new partner. 


A note to our Area Develop- All this means good living and profit to New 
ment Department, Room C, me ° : 

441 Stuart Street, Boston Englanders —and profit, too, for farsighted folks in other 
16, will bring you prompt sections of the country who have investments in New 
information about good New ; : 

England plant locations. England business and industry. 


ra 


\ a 
\ mn 


NEW ENGLAND ELECTRIC SYSTEM 
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OUR FASTEST GROWING BUSINESS 


Defense, America’s biggest business, is also its fastest 
growing one. By spring, it will have risen to an an- 
nual rate of $46.5 billion—and the probable ceilings 
for future years are likely to top that figure greatly. 


Every night, so the story goes, a well- 
known economist with intimate Wash- 
ington connections tosses with the 
same nightmare. Suddenly the Soviet 
Union has electrified the world with 
a stunning announcement. Effective 
immediately, the Red Bear will cut off 
its military expenditures, disband its 
forces, and rechannel its entire de- 
fense budget into a vast world devel- 
opment program. Overnight, by a 
show of peaceful generosity, the 
U.S.S.R. has accomplished what force 
and threat of force had failed to do: 
the ruin of Western Europe’s and 
America’s economies. Groans the 
aghast economist: “What will we do? 
What will we do?” 

The Vertical Spiral. No one else in 
Washington is likely to lose any sleep 
over any such remote possibility. 
Whatever uneasy dreams spin out 
their ghostly shapes on Capitol pillows 
these nights take quite another form: 
worry over the rapidly spiraling 
curves of defense spending. For if 
cefense is America’s biggest business, 
it is also our fastest growing one. And 
clear signs are rapidly appearing that 
its growth rate is fast accelerating. 

That acceleration is already im- 
bedded in the current figures—but 
only partly. By stringent economies, 
the Administration has been able to 
hold defense spending for the first 
half of fiscal 1959 to an annual rate of 
$41.4 billion. However, total budgeted 
fiscal 1959 outlays run to $45.5 billion, 
and the annual rate in the final quar- 
ter is generally expected to be $46.5 
billion, assuming only presently ap- 
proved programs. Fiscal 1960 esti- 
mates for total defense spending run 
to $47 billion. But these are only floor 
estimates, not ceiling figures. 

Since 1955, the annual rate of ad- 
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vance in defense outlays has averaged 
$1.2 billion. As the above figures show, 
the trend line is now breaking out of 
this channel, and many shrewd ob- 
servers believe that the future rate, 
assuming only “minimal” future budg- 
ets, will more closely approximate a 
$2 billion or $2.5-billion increase. 

The Looming Bulge. All bets are off, 
however, if vast new programs now 
only in the talking phases come into 
being. And this is likely. Significant- 
ly, much of the criticism of the ade- 
quacy of our present defense es- 
tablishment from the very 
hand that holds the pursestrings. Far 
from examining the Administration’s 
spending plans with a critical 
to their cost, Congress more 
often has loudly scored their 
quacy. 

Yet it is outside the Administra- 
tion’s present admittedly “minimal” 
defense plans that the new pressure 
for greater outlays comes. The widely- 
heralded Rockefeller Report has called 
for annual increments of $3 billion 
through 1961, a rate that would ad- 
vance the budget to $53.3 billion. And 
this report, itself, projects necessary 
additions to the nation’s security ef- 
forts that would raise defense spend- 
ing to more than $60 billion by fiscal 
1963. 

Strategic Crossroads. As foreshad- 
owed clearly by the Rockefeller and 
Gaither reports, the Administration is 
rapidly approaching a crossroads of 
decision in its outlook on the strategic 
options open to ensure national se- 
curity. Plane procurement for SAC 
is bound to rise, regardless of what 
decisions are taken on the future role 
of missiles. A basic need, in the 
estimation of General Curtis LeMay, 
is 90 additional B-52s and 60 KC-135 


comes 


eye 
than 
inade- 


tankers, a program which would cost 
some $1.5 billion. There is, however, 
strong pressure both in Congress and 
out to spend quite as much again for 
the B-58 bomber 

Such programs would exist entirely 
independent of the U.S.’ missile ef- 
fort, which, though still in its infancy, 
involves procurement outlays this fis- 
cal year of $3.75 billion. Within two 
years, none-too-liberal estimates call 
for a doubling of this sum, with fur- 
ther increments of roughly $1 billion 
a year in the 
years 

Meanwhile, the Navy 


ar entirely independent strategic sys- 


next two succeeding 


is working on 


tem of its own 
capable of approaching coritinental 
land masses undetected by 
undet 
Polaris 
1,500 away 
so armed are 
billion 
$65-Billion Budgets? Yet such pro- 
grams are anything but exhaustive 
Others, including dispersal and warn- 


nuclear submarines, 
traveling 
which 
targets 


from 
could attack 

Forty 
estimated to 


the polar icecaps, 
missiles 
submarines 


cost $7 


miles 


ing systems, have been _ seriously 
projected at an additional cost of up 
to $10 billion a Several 
thing but experts 
variously predicted that, even without 
US IS clearly 


future defense budgets of 


yeal any- 


spendthrift have 
the trimmings, the 
headed fo1 
no less than $65 billion annually 


DEFENSE DOLLARS are increasingly 
the topic when President Eisenhower, 


Secretary McElroy get together 





ABOARD CARRIER in the Mediterranean, Navy Secretary Thomas S. Gates Jr. 
and Vice Admiral “Cat” Brown, then Sixth Fleet Commander, view operations. 


THE NAVY 


NO BANG WITHOUT BUCKS 


Money talks, and nowhere louder these days than 


in the tight-budgeted services. 


Here is how the 


Navy hopes big business methods will put the avail- 
able money to work for a maximum defense force. 


In Pentagon circles, where budget 
setting and budget getting are each 
day’s most obsessive concerns, there 
is little time left over for anything 
else. No less is that so these days of 
Navy Secretary Thomas Sovereign 
Gates Jr. “In Navy planning,” Gates 
wryly admits, “all roads lead to 
money.” Thus this autumn, as he 
did last winter, spring and summer, 
Gates has been devoting a good half 
of his time to money talk. For as one 
Pentagon wag recently put it, “there 
is no bang without bucks.” 

Serious Business. For Tom Gates, the 
Navy's bang is deadly serious busi- 
ness—vital to U.S. defense. 
big business. This fiscal year the 
Navy will spend $10.9 billion, or 
roughly something more than one- 
fourth of the nation’s total outlays, on 
defense. Yet for Gates, a businessman 
by training and temperament, the 
Navy’s budget has a special distinc- 
tion. It represents, he believes, the 
lowest-cost element in the nation’s 
security effort. 

Gates is no service chauvinist. “In 
the uncertain world we face,” he has 
repeatedly said with a sincerity it is 
impossible to mistake, “each one of 
the three services has an_ indis- 
pensable role.” Yet the potentialities 
the Navy has for meeting the defense 
needs of the nation are never far 
from his mind. “The Navy,” he says 
with obvious conviction, “is the serv- 
ice of the future.” 

As top Navymen see it, well into 
the foreseeable future the U.S. faces 


It is also 
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two kinds of 
“brushfire 


force 


major challenges: 1) 
wars,” where moderate 
must be met with moderate 
force and quenched before it can be- 
come total conflagration; 2) the threat 
of nuclear attack, by plane or missile, 
for which the best deterrent is in- 
stant retaliatory capabilities. In both 
roles, they believe, the Navy rep- 
resents a made-to-order instrument. 
As the Lebanon and Quemoy crises 
showed, fleet forces can be Johnny- 
on-the-spot when firefighting is the 





ym Navy's Defense Dollar 


—Where It Goes 


Judged by any criterion, the U.S. Navy today is 
“big business.” As of 1958's first halt, for example, 
its assets amounted to $69.2 billion, or about the 
size of the combined assets of the 100 largest indus- 
trial corporations in the U.S. Its payroll for fiscal 
1959 is almost $3 billion, 84% greater than U.S. 
Steel's, its capital outlays over $3.5 billion, 40% 
more than AT&1’s. Here is how the Navy's budget 
— $10.6 billion this year — breaks down: 











order of the day. And in the Polaris 
missile system, with nuclear-powered 
subs as launching platforms, the 
Navy foresees the U.S. commanding a 
uniquely protective offensive medium 
—the sea. 

Big Business. In maintaining and 
improving the Navy’s bang, Gates is 
faced with a big business, yet one un- 
like any other business. As of 1958's 
first half, the Navy’s assets totaled an 
estimated $69.2 billion. Primarily 
their management centered in these 
functions: 

e Purchasing. Altogether in fiscal 
1958, the Navy Department’s outlays 
reached more than $10.6 billion, of 
which some $7.6 billion went for 
goods and services procured from 
virtually every segment of U.S. in- 
dustry. From aircraft producers 
alone, for example, the Navy ordered 
some $1.4 billion in equipment; from 
oil producers, $1.2 billion worth of 
petroleum products. Another $769 
million went for engines, turbines and 
their components, $497 million for 
communications equipment, 
than $305 million for missiles, 
million for ships. 

e Plant Maintenance. No similarly 
exact figures exist for the costs of 
maintaining the Navy’s 330 shore es- 
tablishments, 259 of them in the U.S., 
71 abroad. Many represent large and 
complete “company” towns, and 26 are 
hospitals. The Navy also runs 11 ship- 
yards, seven ordnance works, miscel- 
laneous factories. Yet all of these 
merely support the Navy’s major “‘liq- 
uid” assets—its 902 ships in active 
service and 1,673 in reserve, includ- 
ing 748 warships, 522 amphibious craft, 
568 auxiliary craft, 299 mine vessels 
and 438 patrol craft. 

e Personnel. On the Navy’s pay- 
roll, which totals a staggering $2 
billion a year, are 830,500 full-time 
regulars ‘and _ reserves (including 
189,610 Marines), and 363,700 civilian 
employees. 

e Training & Education. In training 
at any moment, the Navy has more 
enlisted recruits and officer candidates 
than the entire enrolment of all the 
civilian Ivy League colleges combined 
To train them, the Bureau of Naval 
Personnel spends roughly $90 million 
a year, the Bureau of Aeronautics 
another $100 million. Altogether the 
Navy runs 347 specialized schools 
through which 412,650 students pass 
each year, and many more take 
specialized courses at such civilian 
universities at M.LT. 

e Research & Development. Rated 
as perhaps the top scientific group 
of its kind in Washington, 12-year-old 
Office of Naval Research last yea 
spent something like $717 million 
on a huge complex of _ experi- 
mental projects, including the “mys- 


more 
$300 
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tery ship,” U.S.S. Compass Is!and, de- 
signed to find answers to complicated 
problems involved in firing ballistic 
missiles from naval craft. Beyond that, 
each Navy bureau conducted indi- 
vidual projects of its own. 

Top Hand. Overseeing this vast job 
with as businesslike an eye as the 
Navy has ever had cast upon it is a 
deceptively amiable, diplomatic man 
of 52, whose tall, trim figure weaves 
in and out of Washington’s high- 
voltage political atmosphere with an 
unconcern for politics that has become 
something of a legend. 

Few men could be so well suited to 
the job. Son of a Philadelphia Main 
Line family, a product of the Univer- 
sity of Pennsylvania (’28) and a Phi 
Beta Kappa, Gates launched into in- 
vestment banking in his father’s firm, 
Drexel & Co.. wound up prewar as a 
full partner. In a wartime career 
that took him from lieutenant to cap- 
tain in the Naval Reserve, he went 
from intelligence jobs with the At- 
lantic Fleet to the landings in south- 
ern France, the Philippines, Iwo Jima, 
and Okinawa, earned the Bronze and 
Gold Stars. 

Investment banking caught up with 
Gates again after the war, but only 
temporarily. By 1953 he was back 
again in the Navy as Under Secretary. 
Twenty months ago, when he moved 
up to the Navy’s top job, nobody in 
Washington was much surprised. For 
from the beginning, Administration 
eyes had spotted him as a professional 
in defense policymaking. Tapped by 
then Defense Secretary Wilson for a 
reorganization job shortly after ar- 
riving in 1953, Gates had accepted, 
added: “Of course, I don’t know any- 
thing about the whole business.” 


move ashore to take Beirut airport. 


Answered the delighted Wilson: 
“Good! When you're finished you'll 
have lost your amateur standing.” 
Recalls Gates: “I had, too.” 

Limited Partnership. As Navy Sec- 
retary, Gates has been an amalgam of 
decision and openness unlike anything 
the department, never famed for 
streamlined organization, had seen 
before. For a while, Tom Gates puz- 
zled the department and the depart- 
ment puzzled Gates. Heedful of 
tradition, he was nevertheless clearly 
determined to “square away” the in- 
creasingly complicated administrative 
machinery and make it more busi- 
ness-like. He aimed to make it a 
partnership, but at the same time a 
limited one, the limit being the 
necessity of having one final voice. 

“We try,” says Gates today, “to run 
the department like a business.” That 
is no simple task. Explains Gates: 


“The trouble is, it’s hard to tell just 
how well we are doing. Unlike a 
business, we have no balance sheet, no 
board of directors to confirm our own 
observations. That was one of the big 
things that worried me at first: how to 
judge our performance.” 

The new Secretary soon had an 
answer, one that clearly established 
his role. At his direction the depart- 
ment set up a sensitive system of per- 
formance analysis, staffed by a lim- 
ited crew of 18, and designated as the 
Office of Analysis & Review. Admits 
Gates: “It was resented at first.” Now, 
however, it has become an established 
fixture of the department. Says Gates 
gratefully: “By now everyone seems 
to think it is very effective.” 

The Top Command. The combination 
of easy give and take with consistent 
direction that Gates brought to the 
department has affected its 
organization. “Probably 
my own background,” explains Gates, 
“I'd say that the department is run 
more like a partnership than a cor- 
poration. I believe in constant 
tact and discussion in deciding how 
to solve a problem—and in sharing 
problems on an informal basis.” 

For the Navy, the only service with 
so aristocratic a tradition that to this 
day a line officer does nothing with 
his own hands, and even does not give 
his orders directly to his men, this 
was strange stuff. So 
mosphere of the regular meetings in 
the SecNav’s office, a large sunlit room 
decorated in red leather, whose com- 
fortable big couches and chairs seem 
to plead for informality. Most frequent 
among the gathered assembly 

e Admiral Arleigh A. Burke, 57, 
who as Chief of Naval Operations is 


whole 
because of 


con- 


was the at- 





BRASS HATS 


The U.S. Navy's “T.O.” or table of organization well illus- 
trates the system by which a service department is run ina 
democracy: civilian control of over-all policy, military oper- 
ational commend. This plan of procedure is basically that 


AND 


HOMBURGS 


under which the Navy was set up 160 years ago — although 
it has been constantly refined, particularly by the Navy's 
49th Secretary and the nation’s first Secretary of Defense 
(1947-49), the late James Forrestol. 
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THE COST OF DEFENSE: 
IS IT REALLY RISING? 


As any businessman—or housewife— 
knows, nearly everything seems to cost 
considerably more money than it did 
a decade or so ago. At first glance, the 
Novy’s budget, like that of the Defense 
Establishment as a whole, appears to 
be no exception. 


ATTACK CARRIERS, for example, cost more. 


BUT we get a vastly improved carrier, 
one that can launch considerably larger 
planes with atomic capacity, in two di- 
rections at once in any kind of weather. 
And the cost is only twice the current 
cost of a World War Il type. 


CARRIER-BASED ATTACK AIRCRAFT cost more 


BUT the new planes have a 1,500-mile 
range and a speed of 650 mph, can 
carry an atomic payload. 


SUBMARINES have increased in cost. 


BUT we get a vastly improved subma- 
rine, with almost unlimited endurance. 
The modern nuclear-powered sub can 
do the damage of two dozen of its 
nearest World War Il counterparts. 


CRUISERS cost more. 
$55,500,000 


ing range 30 times, are equipped with 
guided missiles, have long-range sub- 
marine kill capacity. 


IN FACT, in spite of the increased costs, 
Navy spending — like defense spend- 
ing as a whole—has increased by only 
79% since World War Il, while the GNP 
(gross national product) has grown 
by 85%. 
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the Navy’s top-ranking active officer, 
commands not only all the Navy’s 
fighting forces but also ranks high in 
defense counsels in his own right as 
a member of the Joint Chiefs of Staff. 

e William B. Franke, Under Secre- 
tary of the Navy, whom Gates de- 
scribes -as “our executive vice 
president in charge of business man- 
agement.” Tall, slender, intensely 
serious, Franke moved over to the 
Navy from a post as Special Assistant 
to the Secretary of Defense, oversees 
the activities of the individual assis- 
tant secretaries, acts as Gates’ all- 
seeing administrative eye. 

e Fred A. Bantz, Assistant Sec- 
(Materiel), who bosses the 
Navy’s huge centracting and procure- 
ment programs, probably — stands 
closer personally to Gates than any- 
one else in the department. A retired 
J.C. Penney vice president, at 63 he 
is the oldest of the Navy’s top ad- 
ministrative hands, is famed for his 
7:30 to 7:30 day and his gusto. 

e Garrison Norton, 58, Assistant 
Secretary (Air), who also supervises 
the Office of Naval Research. A vet- 
eran of Washington officialdom who 
served under Truman as an Assistant 
Secretary of State, Norton has also 
held key posts with the World Bank 
and the Air Force. Like Gates a one- 
time investment banker, he is known 
for his forthright and adroit Congres- 
sional testimony, is well-liked on the 
Hill. 

e J. (for James) Sinclair Arm- 
strong, 43, Assistant Secretary (Fi- 
nancial Management), a youthful 
Chicagoan whose Ivy League style 
gives little hint of his active past as 
corporation lawyer (Harvard Law, 
1941) and onetime chairman of the 
SEC. Informal in manner, his socks, 
embroidered with his nickname 
“Sinc,” caught eyes and raised eye- 
brows at recent Congressional hear- 
ings. His job: watchdog of budgets, 
funds, cost accounting, audit. 

e Richard Jackson, 47, Assistant 
Secretary (Personnel & Reserve 
Forces), a onetime Phillips Andover 
instructor and lawyer, protege of the 
Boston & Maine’s Patrick McGinness. 
Almost half of his time is spent visit- 
ing the Fleet. 

Producers & Consumers. Under Gates, 
these men make up the Navy's top 
administrative team. In one favorite 
department metaphor, they are the 
producer-managers who service the 
Navy’s operating forces, which con- 
sume the money, men and materiel 
they provide. Down the line of ad- 
ministrative command of the Navy’s 
complex staff functions sit pairs of 
civilians and Navy professionals, each 
of whose interests overlap, civilians 
supervising the administrative as- 
pects, service professionals the operat- 


ing aspects. Confusing as this system 
seems, it actually works very well and 
has a big advantage. In an era when, 
as Secretary Gates puts it, “decisions 
have to be made practically every five 
minutes or so on a crash basis,” it 
helps keep “crash” decisions from be- 
coming “snap” decisions. 

Defense vs. Dollars. In any dimen- 
sion of the Navy’s administrative 
problem, the root of the matter is al- 
ways money. In the nature of the 
case, the decisions Gates and his crew 
must make require a nice balancing 
of two separate objectives: 1) main- 
taining the readiness of a force in 
being, and 2) creating a modern serv- 
ice force to meet future defense needs. 
Thus their job is reaching a _ nice 
balance between robbing the Navy of 
the weapons it needs to do its job now 
in favor of its future role, and robbing 
the Navy of its future requirements 
to satisfy present needs. 

As a result, there is inevitably in- 
herent in any defense planning some 
form of what Washington calls 
“diseconomies.” The possibilities of 
waste are staggering. To maintain 
readiness and modernization, a service 
must have a large capacity for rapid 
expansion, stockpile huge amounts of 
strategic raw materials and finished 
goods, retain a pool of trained man- 
power, keep up a highly diversified 
range of weapons systems, and make 
a strategic and tactical dispersal of 
forces and materiel. 

At such points, defense inevitably 
clashes with economy, and the over- 
riding need for efficiency and thrift 
become key issues. No one is more 
conscious of all this than Tom Gates. 
“The service Secretaries,” he sighs, 
“must be statesmen. They cannot af- 
ford, because the nation cannot afford 
it, to be special pleaders. There just 
is not enough money to go around.” 

This winter Gates’ statesmanship 
is likely to be put to a severe test. 
Stringent Pentagon efforts are being 
made to keep the services’ fiscal 1960 
budgets near a total $42 billion—-or 
about $1 billion above current spend- 
ing. Inasmuch as the “normal” an- 
nual increase in defense budgets is 
something more than twice that boost, 
military planners are clearly going to 
get far less than they would like. That 
means that, in all probability, the 
Navy can expect no more than a $300 
million increase over its $10.9 billion 
budget for fiscal 1959. 

For the Navy, this is especially 
stringent fare. The Lebanon and 
Formosa crises unexpectedly bled it 
of an estimated $500 million more 
than it had budgeted for. As a 
result, the new missile and nu- 
clear programs which Gates & Co. 
regard as vital are under pressure 
for cutbacks. The watchword for 
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DESTROYERS MANEUVERING in formation behind the U.S.S. Philippine Sea demonstrate anew readiness of the fleet 


many months to come is thus likely 
to be “extra economy,” and _ all 
marginal projects will feel the axe. 

Inevitable Dollar Signs. Such money 
issues are bound to crop up every 
time Gates shifts his attention to what 
seem other matters. Typical of the 
policies, programs and problems which 
crowd his agenda, and in which he is 
likely to find hidden dollar signs: 

e Procurement. As one of the na- 
tion’s biggest buyers, the Navy (pro- 
curement bill for fiscal 1958: $7 bil- 
lion) is obliged to hew to a complex 
system of vendor requirements. By 
statute, 20c of every $1 the Navy 
spends on prime contracts, and the 
same amount of subcontracted work, 
must be spent with small business— 
defined by the Armed Services Pro- 
curement Regulations as independent- 
ly run companies with less than 500 
employees. In addition the law de- 
mands stringent controls whenever 
negotiated contracts must be let in 
place of competitive bids. Meanwhile, 
innumerable rules regarding cost con- 
tracts, cost-plus-fixed-fee contracts, 
and incentive contracts must be ex- 
actly enforced. 

e Materiel Selection. Which weap- 
on, on what scale, and with what 
priority? These are questions, some- 
times involving billions, which can 
never be answered decisively and 
once-and-for-all. Each involves a 
constant reassessment of the Navy’s 
mission, the resources needed to per- 
form it, and probable changes ahead. 

e Manpower. A particularly diffi- 
cult problem at present for all the 
services, it is an especially difficult 
one for the Navy. Re-enlistment 
rates in the regular Navy are cur- 
rently, as Admiral Burke warned last 
March, much “too low.” Even Con- 
gressional approval of a military pay 
bill last June, which raised pay 
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scales, has not solved the problem. Of 
the 563,600 enlisted men, 56.3% of 
the non-career and 11% of the career 
men left the service when their 
hitches were up this year. And 
largely because of the large num- 
bers of senior officers promoted dur- 
ing wartime, far too many juniors 
see limited futures for themselves and 
so resign. As a result, the supply of 
such officers is critically low, and the 
number of experienced younger naval 
officers at a dangerously low point. 
Of the Annapolis class of 1950, for 
example, more than 30° had left the 
service by mid-1958. 

e Congressional Accounting. Nearly 
one out of five working hours in 
Gates’ day is spent testifying before 
Congress, preparing to do so, or in 
session with individual Congressmen 
In a democracy, where the services 
are civilian controlled and Congress 


bears the responsibility of being ward- 
en of the public pursestrings, this is 
probably as it should be. Yet it puts 
a tremendous load on the 
entire administrative staff as well as 
on their good humor, and leaves little 
time to perform other functions. As 
Gates, noted for his ever-ready good 
humor and sincere patience in Con- 
gressional quizzings, puts it: “We have 
all too little time for reflective think- 
ing on the really tough problems.” 
But time, Gates quickly adds, both 
he and CNO Burke must find, how- 
ever hard-won it may be. For despite 
their affable exteriors, both Gates and 
his CNO are, at bottom, serious men, 
dedicated to the Navy’s mission: to 
supply its forces aboard and abroad 
with the direction, men and materiel 
they need to perform their mission of 
deterring aggression and, at the very 
worst, of replying to force in kind. 
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POLARIS MISSILES, carrying atomic warheads, can be fired from the Navy’s 
nuclear-powered subs while submerged—providing a sort of “seagoing SAC.” 


17 











TASK FORCE 


ALPHA 
re 





TASK FORCE 43 
OPERATION 


& FLEET BASE 


THE NAVAL COMMAND 




















e NAVAL DISTRICT HDQ 


WHERE THE MONEY GOES 


What kind of bang are we getting for our naval buck? 
And how does it fit into an atom-age defense? Here’s a 
close look at the Navy’s answer and its probable role. 


Ir was late one night last week when 
a trim officer swung down a corridor 
somewhere on the fourth floor of the 
Pentagon. His destination: “Flag 
Plot,” a well-guarded room that serves 
as intelligence and operations center 
for Chief of Naval Operations Admiral 
Arleigh Burke. .In its deceptive calm 
it harbored a half dozen quarter- 
masters and yeomen busy moving 


As CINCPAC 
(Commander in 
Chief, Pacific) since 
last June, Admiral 
Harry D. Felt, 56, 
has bossed ll 
American fighting 
forces in the vast 
Pacific reaches. 
Short, tough, but 
mild-mannered, Felt 
is a diplomat whose famous ear-to-ear 
grin hides a strong will. Say Navy- 
men of him: “An iron fist in a velvet 
glove.” Known as “non-reg” at the 
Academy, after five years afloat in bat- 
tleships and destroyers he won his 
wings, was commanding a dive bomber 
squadron when World War II broke. He 
led an air group at Guadalcanal, spent a 
year training fighter pilots, went to 
Moscow with a military mission, bossed 
a carrier at Okinawa. His postwar rise 
was fast, climaxed in a tour as Vice 
Chief of Naval Operations. 
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markers on a huge magnetic map of 
the world. Under a commander's 
watchful eyes, they were keeping con- 
stant tabs in visible form: on the 
Navy’s ships at sea. 

Nearby a_ group of radiomen 
searched the reaches of the world for 
incoming messages. From the hand of 
one came a yellow slip reporting 


DD 931, the U.S.S. Forrest Sherman, 


Boss of the U.S.’ Pacific Fleet is Admiral 
Herbert Gladstone Hopwood, 60, a salty, 
stentorian-voiced Pennsylvanian who is 
happiest on a ship’s bridge, but has 
spent nearly as much time at desk jobs. 
Wartime found him in planning jobs for 
the Joint Chiefs of Staff and the Bureau 
of Naval Personnel. Probably more than 
any other man, it was Hopwood who 
engineered the Navy’s vast personnel 
buildup in the war years. One reward 
was combat duty on the bridge of a 
cruiser in the assault on Peleliu and 
the recapture of Corregidor. Postwar jobs 
in BuPers and as 
Deputy Navy Comp- 
troller led to cruiser 
and destroyer force 
commands off Ko- 
rea, command of 
the First Fleet, and 
the Navy’s top lo- 
gistical job as Dep- 
uty Chief of Naval 
Operations. 


“tOTHER NAVAL INSTALLATIONS 


arrived at destination in the Mediter- 
ranean. Another slip moved the 
marker for CA-75, the U.S.S. Helena, 
from a point near Japan to the Taiwan 
Strait inches away. At a glance, the 
new arrival in Flag Plot could spot 
the exact location—and the state of 
readiness—of every major unit of the 
world’s greatest, hardest-hitting Navy. 

Admiral to Everywhere. That readi- 
ness is the day-and-night concern of 
no one so grindingly as Arleigh 
Burke, who as CNO ranks as the 
Navy’s No. One professional hand. As 
Burke knows full well, that readiness 
can be tested with all chips down at 
any moment's notice. And he 
knows that, short of all-out atomic 
attack by planes or missiles, it is the 


also 


Key man in_ the 
Far East, as new 
boss of the Sev- 
enth Fleet, is Vice 
Admiral Frederick 
N. Kivette, 56, a 
sea-going Idahoan 
who sprouted 
wings three years 
after leaving An- 
napolis (Class of 
25), served aboard the airship Akron 
and the ill-fated Macon in the '30s, had 
fighter and other naval aircraft assign- 
ments before duty in the Aleutians in 
World War II, later trained naval airmen 
at Pensacola, briefly commanded an es- 
cort carrier and was a key man in 
1946’s Bikini bomb tests. Postwar he 
had the bridge on the carrier Mid- 
way, taught tactics at the Naval War 
College, went to Washington as Assistant 
Chief of Naval Operations (Air). Last 
month he relieved Vice Admiral Beakley 
as commander of the Seventh Fleet. 


cy 
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AROUND THE GLOBE 





Navy which has the responsibility for 
moving first to quench the sparks of 
trouble anywhere on the globe. 

At that job it has recently had 
plenty of hard practice. Within hours 
after the President decided to heed 
the call for help from Lebanon's Ca- 
mille Chamoun last July, the Navy’s 
Sixth (Mediterranean) Fleet, under 
Vice Admiral Charles R. (“Cat’’) 
Brown, was on its way. A self-con- 
tained iron fist, the Sixth’s forces (76 
ships, 35,000 men) closed in, and 
Brown unleashed a wave of 5,000 U.S. 
Marines to secure the key Beirut air- 
port. Then the Navy called on another 
type of weapon it seems to breed with 
strange regularity: the polished di- 
plomacy of Admiral James L. Hollo- 


A MAN of many 

hats, Admiral Je- 

rauld (‘“‘Jerry’’) 

Wright, 60, is known 

as the “Clockwork 

Admiral” for the 

neat precision with 

which he switches 

posts and the reg- 

ularity of his 

warnings about the 

Soviet sub threat. His most important 
hat: Supreme Allied Commander in the 
Atlantic—his NATO title. The others: 
Commander in Chief, Atlantic and Com- 
mander in Chief, Atlantic Fleet. “Here’s 
an old salt for you,” wrote class book 
pundits (18), and Wright’s salty course 
led to destroyer commands, planning 
jobs in World War II for the invasions of 
Algeria, Sicily, and Okinawa, heavy 
cruiser commands in the Pacific. Key 
Washington, Eastern Atlantic and Sixth 
Fleet positions led to his present many- 
hatted post. 
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Jr., the U.S. Commander in 
Chief, Eastern Atlantic & Mediter- 
ranean. In a short talk with Lebanon’s 
army chief of staff, General Fuad 
Shebab, Holloway cleared the way fo: 
the move into Beirut proper, and 
Lebanon's cauldron began to simme1 
down. 

It was no isolated test of the Navy’s 
alertness. Hardly had the Near East 
crisis waned than a new one flared up 
in the Far East. In what looked like 
a prelude to invasion, the Chinese 
communists heavily shelled Quemoy 
and Matsu. Tabbed to go firefighting 
the famed Seventh Fleet under Vice 
Admiral Wallace M. Beakley, which 
took on the job of escorting National- 
ist supply convoys as well as parading 


way 


fleet in one of the 
hotspots, Vice Admiral 
(“Cat”) Brown, 58, com- 
manded the Sixth Fleet during US 
landings in Lebanon last summer. This 
month he moves up another notch, be- 
comes Chief of Allied 
Forces in Southern Europe. Getting his 
sea legs at Annapolis ('21) and his wings 
at Pensacola, Brown is, he says, “first a 
sailor, then a Navy aviator.” Shore- 
bound in World War II until 1943, he 
launched into the thick of action in the 
Pacific, escort carrier in the 
Mariannas, late: 
took part in the 
Battle of Leyte 
Gulf and the land- 
Luzon and 
Iwo Jima. “A fear- 
less operator, cold 
and calculating,” 
Navy ship- 

rating him 
high as a strategist. 


FirEMAN of the 
world’s hottest 
Charles R 


Commander in 


bossed an 


ings at 


say 
mates 





4. OTHER NAVAL INSTALLATIONS 


U.S. might before the mainland forces 
as a stern warning of U.S. determina- 
tion 

In both flareups, there were dis- 
senting voices to the U.S.’ decision to 
act But 
Navy's performance in squelching the 


there were none to the 
had fairly 
Quipped a veteran Navyman 
days it’s 


sparks of war before they 
begun 
“These Admiral go 
Admiral go there, Admiral go every- 


here, 


where.” 

Open Hand. “Force,” the Navy's 
own great theoretician Admiral Mahan 
once wrote, 
than 
is not 


“Is never more operative 
when it is known to exist but 

brandished.” The U.S.’ 
hand in this quiet international poke1 


the Navy 


open 


game 


New bos of the 
Navy's key Sixth 
(or Mediterranean) 
Fleet is rangy, 6 
ft. 434 in. Vice Ad- 
Clarence E 
Ekstrom 56 Big 
Swede” to Navy- 
who claim his 
frame is still A 
Also 
reputation 
Annapolis days (Class of '24), for 

ing into everything, running a“ 
ship. Affable and considerate of hi 
Ekstrom abhors sloppy work, has 
known to dress down an offending 

ant Navy secretary. As boss of the cart 
Savo Island in World War II, he ca 
the eye of Navy added to his re« 
ord impressively executed 


miral 


men 
lanky 
growing 


growing his born 


brass 
trike against 
major Japanese warships during the Bat 
tle of Samar Before 
Brown, he was air boss of the Eastern 
Atlantic and Mediterranean Command 


relieving Cat 











Heavy guns on one of Burke’s “Little Beaver” destroyers blast enemy 
ships making a night landing in the South Pacific during World War II. 


THE NAVY’S CNO: “31-KNOT” ARLEIGH BURKE 


“FasTeR ways to do things, faster ways of getting from here to there.” In 
those words, shortly after his appointment as Chief of Naval Operations in 
1955, Admiral Arleigh A. Burke defined the task ahead of him in his 
service’s top professional job. 

Traveling fast has always been Burke’s forte. Only 54 when appointed 
three years ago, Burke was the second youngest CNO the Navy has ever 
had. In giving him the job, President Eisenhower propelled him over the 
heads of 92 more senior admirals, and a whole tradition of Navy promotion 
capsized in Burke’s wake. 

Disgruntled some of his seniors must have been. But no other “youngster” 
steaming into the job could have been more acceptable to Navymen than 
“31-Knot” Arleigh Burke, a seaman’s seaman who won his nickname as a 
destroyer squadron commander under Admiral “Bull” Halsey in World War 
II. Refueling his ships when word reached him that he was badly needed 
150 miles away in Empress Augusta Bay, Burke pushed his destroyers 
(rated top speed: 30 knots) at a boiler-bursting pace, radioed, “Stand aside! 
Stand aside! I’m coming through at 31 knots!”, arrived well before the 
Japanese force, helped sink a cruiser and a destroyer. 

Never happy away from his “beautiful destroyers,” Burke had been 
deskbound when war broke out, jeopardized his career to get sea duty, went 
on to a series of classic actions in the South Pacific. As boss of Destroyer 
Squadron 23 (the “Little Beavers”), in just four months he engaged in 22 
separate actions, was credited with destroying one Japanese cruiser, nine 
destroyers, one submarine, several smaller ships, thirty aircraft. Later, as 
chief of staff to Task Force 58 under Admiral Marc Mitscher, his force was in 
the thick of action throughout the Pacific until Japan surrendered, survived the 
sinkings of both the Bunker Hill and Enterprise. , 

From a cruiser division command off Korea, Burke went on to become a 
member of the UN truce team negotiating with the Chinese Communists, 
proved himself a brilliant and tough negotiator. Later he commanded the At- 
lantic Fleet’s destroyer force, vaulted from there into the Navy’s top pro- 
fessional job. 

Burke’s career itself was almost sunk in 1949’s “Revolt of the Admirals” 
when Air Force brass attempted to scuttle the Navy’s carrier forces. As 

head of the Navy’s “Op-23,” Burke’s job 
was to marshal statistics to support the 
Navy’s propaganda defense. He was 
singled out (as later proved, unjustly) as 
mastermind of a service cabal. Put 
briefly under technical arrest and passed 
over on the 1949 promotion list, he was 
able to resume his climb up the Navy’s 
career ladder only after a storm of 
protest in press and Congress. 

Since then he has successfully weath- 
ered many another Defense Department 
tempest-in-a-teapot, including one last 
spring, when he openly disagreed with 
Secretary McElroy over that part of the 
Pentagon reorganization plan giving the 
Defense Secretary greater authority over 
the services’ combat functions. (Mc- 
Elroy iater reaffirmed Burke’s right of 


ADMIRAL BURKE dissent.) 








To keep that open hand always 
ready and always persuasive is an 
immensely complex job. To do it, 
Burke’s forces are disposed into two 
massive operational commands: 1) 
the Pacific Fleet, headquartered at 
Pearl Harbor, whose beat is the end- 
less horizon of ocean from the Bering 
Sea to Antarctica, from China’s coast 
to the Bay of Bengal. Its main punch: 
the Seventh Fleet. 2) The Atlantic 
Fleet, based at Norfolk, which covers 
the Atlantic from pole to pole, and 
includes in its command the Sixth 
Fleet, now in the Mediterranean. 

Also available for special missions: 
special task fleets, formed for special 
purposes. Items: 

e Aircraft carrier task forces, three 
of which include huge, fast and highly 
maneuverable 60,000-ton supercar- 
riers of the Forrestal class; carrier- 
based Douglas AD Skyraider bombers 
and Chance Vought F8U-1 Crusader 
fighters; slim new  missile-armed 
cruisers, destroyers and frigates; ra- 
dar- and sonar-equipped patrol ships. 

e HUK (for “hunter-killer”) teams 
of destroyers and submarines, trained 
to hunt down and destroy enemy subs. 
The Russians are thought to have 500 
or more submarines, most of them 
new, but none nuclear-powered. 

e The nucleus of a powerful fleet 
of atomic-powered submarines, six 
of which will have been commissioned 
by the end of 1958, a force adapted for 
both attack and killer roles. 

e Fire brigades composed of more 
than 100,000 highly trained U.S. Ma- 
rines, self-contained units of which 
include planes, tanks, helicopters and 
other basic equipment. 

Big Wars & Little Wars. In keeping 
the Navy at full readiness for any- 
thing that could happen, Arleigh 
Burke faces two top-priority jobs. 
One is planning for a general war, 
which, says Burke, “is a_ relatively 
clear-cut proposition.” Any such cata- 
clysm, he reasons, would surely test 
the “push-button” capabilities of in- 
tercontinental missiles with nuclear 
warheads, with awesome devastation. 
Best insurance against such a war: 
retaliatory capabilities from launching 
platforms of minimum vulnernability. 
The Navy’s prescription: the Polaris 
missile fired from submerged nuclear- 
powered submarines, capable of ap- 
proaching enemy shores without being 
detected. 

Far less clear-cut, and far more 
likely, Burke believes, are fresh out- 
breaks of the “little wars” which have 
flared up sporadically since Korea. 
Says he: “Planning for contingencies 
such as those that have occurred in 
the past five or ten years—well, that’s 
considerably more complicated. There 
you have situations cluttered up with 
political and economic factors, not 
to speak of pure chance entering in, 
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or human muddling.” It is at that 
very job, as recent events prove, that 
the Navy excels. 

Mobile Barricades. And yet the Navy 
also has a vital third job which is 
more of a waiting game. The job: 
manning the far-flung air-sea warning 
networks that protect this nation’s 
flanks. Great mobile barricades, they 
run southward from both ends of the 
DEW (Distant Early Warning) Line, 
land-based air detection net that 
stretches across the far-northern per- 
imeter of Canada. Out over the At- 
lantic, the line runs roughly from 
Newfoundland to the Azores; out over 
the Pacific, from Alaska to Midway. 

The logistics involved are immense. 
Each line is roughly 1,500 miles long, 
and over it day and night stream 
squadrons of radar-fitted Lockheed 
Super Constellations flying nonstop. 
With each revolution of their search- 
ing radar beams, they sweep 45,000 
square miles of space. Backstopping 
them from below are picket ships 
(mainly converted World War II de- 
stroyer escorts) which resemble noth- 
ing so much as floating radar sets. 

The esteem in which Navymen re- 
gard these Barrier forces is evident 
from another telltale: assignment of 
two of its top-rated younger officers 
to head them—in the Pacific, Rear 
Admiral Benjamin Moore; in the At- 
lantic, Captain Paul Masterton. Sig- 
nificant, too, in a time when service 
budgets are severely strained, is the 
fact that the Navy intends to boost 
the Barriers’ funds in fiscal 1960. 

The Expanding Challenge. Navymen 
do not forget, however, that the U.S.’ 
capabilities must expand from year- 
to-year. Brushfires exist, instead of 
total warfare, because they are prof- 
itable where total effort is not. The 
way to keep it that way, many Navy- 
men believe, is not to forget the new- 
found potentialities of undersea craft. 

One such warning came recently 
from Admiral John S. Thach, com- 
mander of the Navy’s special Atlantic 
Task Force Alpha, whose mission is 
experimental antisubmarine warfare. 
Already, Thach estimates, the Soviet 
has some 500 submarines, none of 
them nuclear-powered, but most capa- 
able of launching missiles. The U.S. 
has barely one fifth as many. 

A similar warning came from Rear 
Admiral Hyman G. Rickover, “father” 
of the atomic submarine. We are, he 
said, building an “alarmingly small” 
number of these subs. Yet the voy- 
ages of the Nautilus and Skate have 
meant that “another protective shield 
has disappeared to leave an already in- 
secureand apprehensive world yet more 
exposed to sudden attack.” The Navy’s 
answer: more subs as mobile under- 
water launching platforms for the U.S.’ 
deterrent and retaliatory power. 
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THE U.S. MARINES: BRUSHFIRE SPECIALISTS 


BRUSHFIRE wars, anomaly in an age of nuclear weapons, are the special prov- 
ince of the U.S. Marine Corps, elite amphibious assault troops on instant alert 
to “fight our country’s battles, in the air, on land, and sea.. .” 

“Slated for extinction,” some said postwar. Instead, the Marines, “soldiers 
of the sea,” have emerged in an unique role symbolized by a crude sign 
painted on a jeep in Lebanon last July: “Have rifle, will travel.” As such, 
the Marines today are a key force whose importance in U.S. defense strategy 
ranks out of all proportion to the Corps’ size (146,099 crack land troops, 
43,511 aviation personnel, slated to be reduced by 15,000 men by fiscal 1960) 
More than any other force, the Marines stopgap what many military men 
believe is the biggest chink in the US.’ reliance on massive atomic retalia- 
tion: the small, localized “brushfire” wars that have repeatedly tested Ameri- 
can policy in the 1950s. 

“Our role.” says Marine Corps Commandant Gen. Randolph McC. Pate, 59, 
“is what it has always been, instant assault action. 
But our capabilities are entirely new.” Among 
them: vastly increased and concentrated firepower, 
including tactical atomic weapons; hugely in- 
creased mobility, speeded by helicopter transport 
of men and equipment; integral air support. Adds 
Pate proudly: “Our new doctrine for amphibious 
operations, including vertical assault by helicopter, 
is specifically tailored for nuclear war.” Concedes 
one top rank Pentagon planner, no friend of the 
Corps in the services’ postwar squabbles: “No 
other force exists that could have carried out our 
policy in Lebanon so quickly or so admirably.” 

Masters of amphibious assault tactics, the Ma- 
rines boast a proud heritage as the US. “oldest” 
service (founded 1775). Marines served as sharp- 
shooters aboard the Bonhomme Richard in its en- 
gagement with the Serapis, fought pirates off the 
Barbary Coast in 1805, won glory in every war 
since, capped by the bloody actions at Guadalcanal, 
Saipan, Tarawa, Iwo Jima and Okinawa. But it was not until Korea, when 
Marine forces spearheaded the United Nations buildup, that the Corps proved 
itself something more than a page out of pre-atomic history: a compact force 
instantly on call to prevent brushfire wars from spreading into international 
conflagrations. In the Lebanon landings, they conclusively consolidated that 
beachhead 

In its new role, the Corps has adopted a new look, which in turn rests on a 
new doctrine of amphibious operations. The doctrine in a nutshell: 1) initial 
“dispersion” in the mounting and landing phases (to reduce vulnerability of 
the naval assault force); 2) swift “concentration” at inland objectives by 
helicopter drops of highly mobile, compact units with intense firepower 

Thus small-scale warfare. even hand-to-hand combat, is likely to remain a 
prime task of the battle-tough Marines. For this reason, they have long 
worked hand-in-glove with industry to develop new-fashioned commu- 
nications equipment, specially designed food packages, other such needs 

It was primarily such Marine and Navy research, for example, that resulted 
in the first practical piece of modern body armor—a protective vest made of a 
combination of Fiberglas, plastics and nylon that will stop pistol and sub- 
machine bullets, artillery, mortar and grenade fragments. Even in research, 
the Corps once again proved itself the Navy’s—and the nation’s—force-in- 
readiness, prepared to stop a fire before it can become a conflagration 


GENERAL PATE 


Ready to fight brushfire wars with modern firepower, Marines toughened 
by rigorous training stand by the guns of their tanks on a Pacific base 
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Mightiest submarine ever 
5,500-ton Triton, slides off her ways. 


built, the 
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NAVY CONTRACTS 





MAIN STREET GETS THE BUSINESS 


Like a pebble dropped in a pond, a defense 
contract's impact spreads far throughout the 
land—changing myriad lives on Main Street 
and even the fortunes of great corporations. 


At 7:10 a.m. one day last 
battered blue 1951 Chevy rattled 
into a 2,750-car lot filled almost to 
overflowing, on the steep hill above a 
huge shipyard on _ Connecticut's 
Thames River. After parking his car, 
the 48-year-old driver—let’s call him 
Joe Phillips—passed through a clock- 
way, then headed down the hill to 
the south yard building ways. Min- 
utes later, he had shucked his brown 
tweed jacket and flannel slacks, 
donned the protective leather suit 
and helmet of his trade, and was 
helping graft together the steel-plated 
skin of the SSB(N)598, one of two 
such nuclear-powered submarines 
abuilding in the yards for the Navy. 

Jobs & People. For Joe Phillips, 
father of five, his welding job at the 
Groton yards of General Dynamics’ 
Electric Boat Division was more than 
just another day’s work. For five 
months after the small Cranston, R.1., 
machine shop where he had worked 
closed down early in 1956, he had no 
work until Electric Boat hired him 
late that May. Says Phillips: “I was 
getting used to the idea that I might 
never get a job again.” 

That Joe Phillips, and thousands 
like him, can look forward to steady 
pay checks for many months to come 
owes to an economic force such pio- 
neer laissez faire economists as Adam 
Smith never envisaged: the Navy’s 
need for nuclear-powered subs de- 
signed to launch nuclear-warheaded 
Polaris missiles. What got Joe Phil- 
lips his job was Electric Boat’s in- 
creased submarine-building activity 
since the keel for the Triton, the 
world’s largest sub, was laid May 29, 
1956 (it slid down the ways last Aug- 
ust, is now being fitted for commis- 
sioning in 1959). Like a _ pebble 
dropped in a pond, that single con- 
tract had created ripples through the 
whole economy, changed the lives of 
thousands of Joe Phillipses. 

As a result of the construction work 
on the Triton and her sister subs, 
Electric Boat has put 4,000 new peo- 
ple to work. But the Triton’s influence 
spread even farther. When Electric 
Boat’s more than 2,000 suppliers and 
subcontractors on the project are 
taken into account, more than twice 
that number found new jobs. 

The Triton contract—for $106.4 
million—is just a ripple in the stream 
of Navy spending for fiscal 1958. Al- 


week, a 


together it accounted for only 1.4% 
of the Navy’s prime contracts let last 
year, and less than 0.2% of the na- 
tion’s entire defense spending. Thus 
Joe Phillips and his fellows are 
merely a small cadre in the vast army 
of Americans who directly owe their 
livelihood to defense work, much less 
to the widening spread of defense 
dollars by consuming workers. And 
as just one of the nation’s 40,000 or so 
prime defense contractors, General 
Dynamics is merely a generous-sized 
sample of what defense spending does 
in our industrial society. 

An Arsenal Economy. For like it or 
not, Americans live today in an ar- 
senal economy—one that promises to 
be virtually permanent and changes 
all the economic rules. Because the 
initiative for large segments of that 
spending lies not with consumers but 
with government, ours has become in 
large measure a planned economy. 
Moreover, the difference is beyond 
anything equal civilian-inspired ex- 
penditures could effect. Says Econo- 
mist David Richards: “Large defense 
budgets, destined to be with us for as 
long as we can foresee, introduce a 
radically new element into the 
American economy: massive directed 
spending entirely outside the tradi- 
tional supply-demand market place. 
We have a vast new power—to speed 
economic growth, modify the eco- 
nomic cycle, even to subsidize in- 
efficiency. It is a power that we cannot 
abdicate, even if we wished to.” 


Electric Boat welder Joe Phillips at 
work on a new nuclear-powered sub. 
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Directed Dollars. How vast _ that 
power is probably no one can accu- 
rately estimate. But some _ econo- 
mists, reflecting on the speed with 
which the nation’s economy recov- 
ered from the 1957-58 recession, be- 
lieve that the impetus exerted by 
timely defense contract awards 
played a large part. “The challenge 
of Sputnik, and the Administration’s 
response,” says one economist with 
close White House ties, “could not 
have been more propitious.” 

In terms of actual cash flow, big 
increases in defense spending take, 
scholarly seers estimate, six months 
or more to “trickle down” to the 
levels where they are felt by the 
economy as a whole. “But remem- 
ber,” observes Economist Leo Cherne, 
who heads the Research Institute of 
America, “big defense contracts be- 
gin to affect the state of individual 
businesses in several ways much 
sooner—particularly in employment, 
payrolls, new orders for components 
and materials, and in local consumer 
spending. Actual cash payments from 
the Government may not begin to flow 
for several months—but their effect 
literally precedes them.” 

No wonder then that probably no 
Senator or Congressman sits on Capi- 
tol Hill who is content merely to keep 
an eye on the adequacy of defense 
appropriations to the needs of our 
military safety. He wants to know 
where they will be spent. Far from 
being grab-bag selfish interest, “pork 
barrel legislation” is actually all too 
often of life-and-death—and entirely 
legitimate—importance to his con- 
stituents. In an even partially planned 
economy of directed dollars, what is 
not directed towards you may well 
be directed against you. 

Ripples in a Pool. The impact of a 
choice award such as the Triton con- 
tract, and those for her sister subs, 
can have unexpected ramifications. 
Some side effects of the new work in 
Electric Boat’s yards: 

e A rise of 66% in the division’s 
labor force, and of 53°, in its payroll 
(to an average $50 million a year) 
since 1956. 

e 739 subcontracts to suppliers lit- 
erally across the U.S. A West Coast 
manufacturer, for instance, won a 
$100,000 contract for Triton compon- 
ents, in turn subcontracted about 25°, 
to second, third and fourth tier con- 
tractors, spreading the effects of the 
Triton’s construction geographically 
even further afield. 

e Orders for structural steel to 
several East Coast steel companies 
totaling more than $1 _ million. 

e New disposable income not 
merely in the 114 Connecticut com- 
munities where Electric Boat workers 
live, but also for 1,500 workers who 
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Some of the men on Electric Boat’s early morning shift march down the steep 


Groton, Conn., hill that leads to the 


live in neighboring Rhode Island 
(making Electric Boat that state's 
largest—if absentee—employer). 

A New Breed. Perhaps even more 
important in the long run than the 
local and immediate effects of such 
contracts as that for the Triton have 
been their impact on our very indus- 
trial organization itself. Until recent- 
ly, businessmen normally regarded 
defense orders as a welcome side line 
(though more so for the volume than 
the profit). But just as a side line. 
Now a new industrial breed has 
emerged: the defense specialist, sub- 
stantially all of whose business is in 
such contracts. The very model, and 
among the very biggest, of these: 
Electric Boat’s parent, vast General 
Dynamics Corp. 

Barely over a decade ago, in 1947, 
General Dynamics was nothing more 
than Electric Boat itself, an easily- 
overlooked outfit with a big reputa- 
tion in a small specialty (as the U.S.’ 
only private submarine builder) and 
modest resources. That year, on $26.9 
million in sales, it earned net profits 
of $598,845. Ten years later in 1957, 


sub-building shipyard’s south ways 
giant General Dynamics had sales of 
$1,562.5 million, virtually all in de- 
fense goods & services. The man 
who bridged this astounding gap be- 
tween General Dynamics’ past and 
present: the late John Jay Hopkins, a 
lawyer-turned-industrialist, possessed 
of a bold new idea: that defense 
was destined to be big business in 
its own right, and a permanent, grow- 
ing one. 

With this idea and Electric Boat’s 
modest resources as capital, Hopkins 
proceeded to graft on such strategic 
defense specialists as Canadair, Con- 
vair, and Stromberg-Carlson, guided 
Electric Boat itself to a new career 
as builder of the world’s first nuclear- 
powered submarine. Under Frank 
Pace, Hopkins’ hand-picked successor, 
General Dynamics’ unique capabili- 
ties have been expanded vastly into 
such fields as electronics and nuclear 
research. 

A Special Competence. Not gener- 
ally understood is the hard fact that 
this new corporate breed typified by 
General Dynamics does not grow 
merely on a talent for wangling con- 
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CONTRACTS COAST TO COAST 


By many methods such as negotiated contracts and competitive bidding, the Navy 
tries to give the American taxpayer the most for his defense dol- 
lar. Not only does this aid the Defense Department's production- 
dispersal plan (for spreading contracts widely to minimize the effect 
of atomic attack), but it also helps distribute procurement dollars 
for the economic benefit of the largest possible 
number of states, as the chart shows. 


MILLIONS OF DOLLARS 
Figures shown are for fiscal 1958's prime contracts of $10,000 or more 
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40% of the Navy's procurement spending. But on 
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SOME OF THE NAVY'S TOP SUPPLIERS 


U.S. corporations with annual sales of $100 million or more are usually considered not only the poce-setters 
Here are 13 such firms* which during fiscal 1958 sold at least $100 million 
(in many cases, considerably more) to the U.S. Navy alone. in all, their $2.8 billion in orders accounted for 








Name of Company 


United Aircraft 

Chance Vought Aircraft 
Westinghouse Electric 
Grumman Aircraft Engineering 
North American Aviation 
Sperry Rand 

Lockheed Aircraft 

General Dynamics 


Raytheon Manufacturing 
The Martin Co. 

General Electric 
McDonnell Aircraft 





*All of the above names have consistently appeared on similar lists over most of the last five years. Two other 
important Navy contractors not represented among the top 13 this year: Douglas Aircraft, Bendix Aviation 


was subcontracted to 20,000-odd other outfits, mostly smaller ones, throughout every stote in the Union 
Thus the Navy's defense dollars were actually spread throughout the entire economy 


Esso Export (subsidiary, Standard Oil, N. J.) 


ted 55% of their work — or almost $1.6 billion — 


Amount of 1958 Navy Contracts 
(in millions) 


$629.4 
359.3 
236.4 
231.1 
225.6 
191.4 
177.2 
172.2 
155.8 
132.3 
117.6 
111.8 
104.1 


TOTAL $2,844.2 








tracts, important as contract-getting 
is. Instead, its primary asset is a very 
special competence, painstakingly de- 
veloped, jealously nurtured—a com- 
petence little akin to the virtues that 
made bywords of other. much older 
industrial giants. Many a far more 
richly endowed outfit financially than 
General Dynamics has lost its shirt 
on defense work while Hopkins and 
Pace were thriving. 

This is amply documented by the 
startling emergence of such latter-day 
industrial luminaries as _ Aerojet- 
General, Thiokol, and General Preci- 
sion Equipment, none of which ranked 
as more than infants only a decade 
ago. By traditional industrial ‘stand- 
ards; none would have had a chance 
of making their way to the big time. 
Yet somehow they survived and pros- 
pered. Their principal capital: mastery 
of technical research, a sense of the 
practical and the promising. 

Houdini’s Secret. One other thing 
they did have: a way with the dollar. 
For the very device that put many a 
rising defense specialist in business— 
the cost-plus-fixed-fee contract—is 
also a manacle. Other things being 
equal, to many a lender a firm defense 
contract was once (it is less so now) 
as good as capital, so that the defense 
contractor could often count on work- 
ing on very thin equity. But he was 
handcuffed by another fact: defense 
work is notoriously poor in _ profits. 
Says RCA’s President John L. Burns, 
speaking of the statutory limits on 


24 





cost-plus fixed fees: “It is difficult 
to negotiate a fee of more than 7%. 
Even this is subject to further reduc- 
tion because many of the costs are 
disallowed. So when the contractor 
gets all through, his earnings before 
taxes average about 4%; of his sales, 
and after taxes may run as low as 2%.” 

Thus the new breed of defense 
specialists have had to master the 
secrets of Houdini to survive. But 
if they survive, they may well escape 
into a promised land where the in- 
centives—if not the risks—are vastly 
greater. For when prototypes turn 
into regular production models, they 
may well get fixed-price contracts in 
which their profits are limited mainly 
by their efficiency. 


GENERAL DYNAMICS’ PACE: 
johnny-on-the-spot 


General Dynamics’ current ex- 
perience with Electric Boat is a good 
example. Ever since the Navy em- 
barked on its postwar new sub-build- 
ing program in 1952, most of EB’s con- 
tracts, since they were for prototypes 
like the Skipjack, have been on a cost- 
plus-fixed-fee basis. “As a result,” 
explains Frank Pace, “our profit 
margin has been held down even be- 
low that generally allowed on over-all 
negotiation. But as we move from 
cost-plus to fixed-price contracts, our 
profit margin should begin properly 
to move up. I think it will.” Triton, 
though a one-of-a-kind contract. 
calls for a fixed price. 

Patient Pennies. Just what the dol- 
lar impact of pioneering in atomic- 
powered subs has been on General 
Dynamics no one on the outside 
knows for sure. Like most corporate 
pluralists with diverse activities, Gen- 
eral Dynamics breaks down neither 
sales nor earnings into divisional fig- 
ures. All Frank Pace will say is that 
“Electric Boat is a very valuable and 
important part of our whole pro- 
gram.” But an educated guess puts 
EB’s gross at roughly 25% of total 
corporate salgs (estimated Convair 
contribution: about 50%). 

The profits are almost certainly far 
slimmer. Top company brass have 
not gone so far as to say that EB 
brings in not one red cent of profit as 
of now. But they have gone almost 
far enough to imply it. And consider- 
ing the phase in which EB’s work 
stands, this would not be surprising. 
On the type of contract which now 
makes up the vast bulk of EB’s busi- 
ness, normal margins would range 
somewhere between 2%. and 212%. 

Yet Electric Boat’s unique position 
in atomic submarines far transcends 
any such measurement. For part of 
the special competence that makes a 
General Dynamics is its ability to play 
patience with pennies. The big thing, 
in Frank Pace’s phrase, is to be 
johnny-on-the-spot when key pro- 
grams are “just coming into being.” 
If they merely pay their way at that 
stage, they are priceless capital. 

This kind of capital Pace himself 
has best described. Says he: “We have 
developed a capacity to think in terms 
of a ‘weapons system’ in the sub- 
marine as well as in aircraft. I think 
we are in a position to maintain our 
leadership in the field for many years 
to come.” With the design and con- 
struction know-how it has behind it, 
Electric Boat is the place without 
peer the Navy must turn to for what- 
ever new underseas crafts it wants.* 


*Once the prototype is complete, however 
Navy procurement policy insists on multiple 
suppliers. Thus contracts for two nuclear 
subs have gone to Ingalls Shipbuilding, one 
to Newport News Shipbuilding vs. nine to 
Electric Boat, and the Navy itself is building 
nine others in its own yards. 
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HOW LONG HAS IT BEEN SINCE YOUR MIND 
WAS STRETCHED BY A NEW IDEA? 


Oliver Wendell Holmes once wrote: “‘A man’s mind stretched by a new idea 
can never go back to its original dimensions.’’ The truth of this statement 
cannot, of course, be denied. A child who suddenly realizes that the 
letters in the alphabet are not just isolated sounds and shapes, but meaningful 
symbols that form words, has grasped an idea that will lead to a continuing 
expansion of his mind. There comes a time, though, in the lives of 
too many of us when our minds become occupied only with knowledge we 
have already learned. When that happens our minds cease to grow. 


Unhappily, the more successful a person is in his daily work, the 
more likelihood there is that this unfortunate condition will result 


As we become more and more absorbed with our specialty 


whether it is 


law, medicine, engineering, science, business or any one of the hundreds of 


other engrossing occupations 


we cease to absorb the new knowledge that 


leads to new concepts. With the years, the mind narrows rather than broadens 
because we cease to stretch it by exploring the great subjects of 


philosophy, government, religion 


the great humanities which 


have produced our great men and great thought. 


If it has been some time since your mind was stretched by a new 
idea, the publication of the Great Books described below will be 
interesting and important to you. 


ESSENTIAL IN THE 
LIBRARY OF EVERY THINKING PERSON 


GREAT BOOKS 


OF THE WESTERN WORLD 


now available direct from the publisher 


with great new 


SYNTOPICON 


fascinating— ‘‘idea-interpreter”’ 


HE publication of this Private 

Library Edition of the GREAT BOOKS 
is regarded as an outstanding event in 
the fields of literature, philosophy and 
science. It is not just a reprint of 
books already in your library. The 54 
volumes which comprise the GREAT 
BOOKS were published after 8 years of 
research by 75 scholars at a cost of 
over two million dollars. Many of the 
books have been especially translated 
into English. Many of them are out of 
print and unobtainable through nor- 
mal channels. Together they include 
all the accumulated wisdom of 3,000 
years of civilization. 


The list of authors is impressive— 
Homer, Plato, Dante, Shakespeare, 
St. Augustine, Milton, Machiavelli, 
Faraday, Kepler and St. Thomas 
Aquinas—to name just a few of the 74 
authors and scholars whose works are 
represented in this special edition of 
the GREAT BOOKs. The area of thought 
is limitless. Every great idea that has 
shaped the lives of thinking men is ex- 
plored —astronomy, ethics, philosophy, 
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PRIVATE 


LIBRARY EDITION 


Published by the 


/ Encyclopaedia Britannica 
\\ in collaboration with 


the University of Chicago. 


war, peace, religion, death, love, math- 
ematics, medicine, science, theology 
102 ideas that have occupied great 
minds since man could think. 

But the magnitude of the GREAT BOOKS is 
not in its authors and subject matter alone. 
Published with them is the great new SYN- 
TOPICON designed to make your reading 
more meaningful. The SYN- 

TOPICON is quite literally a 

great teacher “living” in 


of the GREAT BOOKS. Send now for the 
free booklet which describes this hand 
some edition in detail. Look it over 

think it over. But don’t wait to 
mail in the coupon below. ‘The supply 
of these booklets is necessarily limited 
Avoid the chance of disappointment 
by mailing your coupon now! 





your home . always at 
your disposal to guide 
your reading ... interpret 
the great ideas...make 
clear to you the most abstract 
thought. With the SYNTOPICON 
you will find new excitement 
in new ideas...new ab- 
sorbing interests ... new un- 
derstanding of yourself and 


other people. Name 


We urge you not to miss 
this opportunity to en- 
rich your mind with this 
Private Library Edition 


Address 


GREAT BOOKS OF THE WESTERN WORLD 
DEPT. 36-C, 425 N. Michigan Avenue 

Chicago 1, Illinois 

Please send me, free and without obligatior 
your handsome booklet which pictures and 
describes the revolutionary SYNTOPICON and 
the GREAT BOOKS in full detail. Also, include 
complete information on how I may obtain 
this magnificent set, direct from the publisher 
on your special budget plan 


(please print) 


Zone 





BURROUGHS ALL-OUT RESEARCH 
SPARKS CONTINUING ADVANCES 
IN DATA PROCESSING 





the size of a bread box. All these— | 


° | 
Business and Defense | and more, much more—in addition to | 
|creating Burroughs broad advanced | 
Both Reap Benefits | data processing equipment line. 


| One particular field of concentra- | 
| tion: the critical areas of higher speed, | 
DETROIT, MICH.—The Burroughs | lower cost input, output and storage | 
far-ranging programs in pure and|of data. Among the many advances: | 
applied research steadfastly and pro- | Electrostatic equipment that records | 
ductively explore such challenging | 30,000 characters a second. Plus a new | 
| fields as electronics, optics, magnetics | computer memory called “thin film.” 
and others. |which cuts data access time to 15 
Typical headlined results that have | billionths of a second, many times 
already come from such inspired | faster than standard magnetic core 
exploration: the Burroughs F4200 | memories. 
electronic bookkeeping machine. The | — At work almost everywhere in busi 
| Burroughs 220 giant capacity elec-| ness, science and defense, Burroughs 
| tronic computer. The Atlas [CBM’s | equipment ranges from the sophisti- 
solid-state guidance computer. SAGE | cated giant, medium and small elec- 
defense system’s air alert. And|tronic computers and peripheral 
through miniaturization, giant-|equipment to a group of more than 
capacity airborne computers about} 100 advanced accounting machines 











Burroughs Corporation 
“NEW DIMENSIONS / in electronics and data processing systems” 








Illustrated from left to right 


Direct accounting machines. Electro-mechan 
ical, $600-$8,500: electronic. $10,000-$15.000 


Electronic computatior ysten 
$1,000,000 


Electronic systems for cx 
missile guidance 


Electrostatic ultra high speed record 
development for the U.S. Army Signa 
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During 1958 
$9 million 
was invested 
for the 
completion 
of major new 
facilities 
tome op aelehete= 
these 
Glidden 


products 


PAINTS 


‘FINANCIAL HIGHLIGHTS from the 1958 annual report 


1958 1957 1958 1957 
Net sales ; ... $217,352,681 $225,537,291 Expenditures for plant and 
Income from operations 14,224,874 15,668,621 equipment we.eee. $ 9,214,395 $ 12,465,415 
Income before taxesonincome 12,350,062 15,387,437 Working capital _.... 52,572,371 53,100,132 
Taxes on income net 6,287,000 8,123,000 Current ratio a 3.64 2.96 


Net income --.++ 6,063,062 7,264,437 = Shareholders’ equity ....... 87,303,838 85,837,116 
Per common share tee 2.64 3.16 Per common share ....... 37.99 37.35 
Cash dividends declared .... 4,596,340 4,594,340 
Per common share - 2.00 200 Shares outstanding paid 2,298,170 2,298,170 
% of net income _ 15.8%, 63.2% Number of shareholders : 22,405 21,686 
Number of employees . 6,353 6,455 
Earnings reinvested .. $ 1,466,722 $ 2,670,097 Wages, salaries and employee 
Depreciation and amortization 5,838,032 5,046,378 benefits ..... $ 37,278,752 $ 37,008,568 
Per common share ....... 2.54 2.20 Per employee ........... 5,868 5,733 


the 1958 annual report of THE COMPANY 


is available upon request by writing to The Glidden Company 
980 Union Commerce Building, Cleveland 14, Ohio 
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VARIETY CHAINS 


THE CHANGELING 


Real estate and _ retailing 

are very different businesses, 

agrees S. H. Kress’ new man- 
agement. 





“MakE no mistake,” asserted burly 
George L. Cobb last month, “we’re 
getting out of the real estate business 
and into merchandising where we be- 
long.” From most companies that 
would seem to be no more than a com- 
mon sense pronouncement. But com- 
ing from the new (since July) presi- 
dent of Manhattan’s $122.7-million 
(assets) S.H. Kress Co.,* it was quite 
a revelation. Lookit.g at Kress’ huge 
property account, its static sales and 
declining profits, Wall Streeters have 
long had the feeling it acted more like 
a holding company for commercial 
property than a genuine retailing out- 
fit. But then, until a few months ago, 
the company hardly cared what they 
thought. Its bosses, Founder Samuel 
H. Kress, now deceased, and _ his 
younger brother Rush, now 81, ruled 
with an iron hand. 

S.H. Kress or Kress Realty? But that 
was not the worst of it, according to 
Wall Street critics who like to see the 
most squeezed out of a dollar. Unlike 
most retail firms, which prefer to rent 
space so as to stretch their capital 
over more stores and more merchan- 
dise, Kress had a great fondness for 
brick and mortar. Recently the com- 
pany owned half the stores it ran, a 
far higher percentage than any of its 
competitors. 

Just how much the Kress brothers’ 
penchant for property has hurt re- 
turn on stockholders’ investment has 
long been clear (see chart). It was no 
answer to point to Kress’ operating 
profit margin (an average 12.3% since 
1946), highest among big chains. Ana- 
lysts quickly replied that Kress could 
have done about as well renting the 
stores to others. 

Comeuppance. Eut last spring the 
Kress standpat philosophy met _ its 
comeuppance. The Kress Foundation, 
set up by founder Kress to dispense 
charity and manage a $75-million 
world-famed art collection, owned 
42°, of the 2.4 million KSC shares 

“outstanding. For years several of the 
trustees had been seething inwardly. 
But when bad business forced the 
second dividend cut (first from $3 to 
$2.50, then to $2), they felt things had 
gone too far. Kress was in the midst 


*S.H. Kress Co. Traded NYSE. Current 
price: 4215. Price range (1958): high, 4212; 
low, 2414. Dividend (1957): $2. Indicated 1998 
ayout: $2. Earnings per share (1957): $3 
‘otal assets: $122.7 million. Ticker symbol 
BC. 
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of its worst postwar year; its earnings 
per share in 1958 will hardly exceed 
$2.50 on sales of $160 million, less than 
half what it earned ten years ago on 
sales of roughly the same size. 

Such noted Kress trustees as 
RCA’s Frank Folsom finally read the 
riot act to Rush Kress and his group. 
The aroused trustees demanded, and 
got, a new top management to run 
the nationwide chain of 260-odd stores 
(heaviest concentration in Texas and 
California). To head the company 
Folsom himself picked Maine-born 





LAND POOR 


In retailing, profits are not in the real 
estate. For each dollar of its sales, for 
example, property-heavy S. H. Kress & 
Co. has 41¢ tied up in fixed assets —far 
more than any of its five bigger com- 
petitors... 
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... Yet it ranks next to last among the 
U.S.’ top six variety chains in return on 
its shareholders’ equity. Reason: com- 
paratively low capital outlays on rented 
stores in growth areas help chains use 
their invested capital for higher-profit 
merchandising rather than for bricks & 








mortar. 
— | 





George L. Cobb, head of Canada’s 
Zeller’s, Inc. an affiliate of No. Two 
U.S. variety chain W. T. Grant. It was 
to be no picnic for Cobb. Kress had 
long refused to join the trek of five- 
and-dimers from highly competitive 
downtown locations, where discount 
houses and supermarkets harass 
them, to higher margined suburban 
shopping centers. But Cobb had every 
intention of climbing out of the rut, 
even if it meant using methods hor- 
rific to the Pennsylvania Dutchmen 
who built Kress into a_brick-and- 
mortar Fort Knox. 

“We have $65 million worth of real 
estate,” confessed Cobb last month, 
“although we carry it for a good $15 


million less on our books. We're going 
to sell and lease back, mortgage, or 
even do some debt financing to estab- 
lish ourselves in shopping centers all 
over the country. I’m bound by abso- 
lutely no tradition.” 

With $27 in land and realty behind 
each share of Kress now selling for 
around $42, Cobb’s financing for his 
35-40 new stores a year was fairly 
well assured. Next step: restoration of 
the Kress dividend, slashed from $3 to 
$2 in 1956. But Cobb, president for 
only three months, had no promises 
about that last month. 

Blueprint for Profit. What intrigued 
fellow retailers, however, was the new 
Kress blueprint for operating profits. 
“We are going to broaden out into a 
junior department 
Cobb, “striking a_ balance 
Woolworth and J. C. Penney 


already 


store,” revealed 
between 
We're 
selling air conditioners for 
$125, and apparel is our next big 
push.” With a raft of new faces at 
Kress, Wall Street was not expecting 
miracles overnight. But it was might- 
illy impressed with Cobb’s new phi- 
losophy of aggressive merchandising 
and the tremendous pile of assets he 
had to implement it. From a 
of 6242 in 1949, Kress 
fallen to 2342 only a year ago 
month they bounced back to 42 


high 
had 
Last 


shares 


FOOD CHAINS 


A HARD MAN 
TO PLEASE 


Kroger’s Joe Hall was com- 
plaining last month with a 
silver spoon in his mouth. 





Many a stockholder, pondering dis- 
agreeable figures in a corporate re- 
port, would gladly dispense with the 
circumlocutions and protective 
which all too many 
bad Still 
being human, management can hardly 


be blamed for trying to put the best 


ven- 
eralizations with 
managements 


wrap news 


possible face on disagreeable events 
Cheerful Lament. Imagine, then, the 
surprise which greeted stockholders 
of Cincinnati's Kroger Co 
“The business 
President Joseph B. Hall solemnly 
told stockholders of the U.S. third 
largest supermarket chain, “has ad- 
affected 
labor disturbances within and 
without the company were costly.” It 
sounded suspiciously like a prelude to 


last 


month. recession,” 


versely sales and earnings 


*Kroger Co. Traded NYSE. Current price 
91. Price range (1958) high, 96: low, 6 

Dividend (1957): $2 plus 4°, stock. Indicated 
1958 payout: $2.175. Earnings per share (1957) 

$5.10. Total assets: $282.6 million, Ticker sym- 
bol: KR 
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KROGER’S HALL: 
restraint in his optimism 


some unhappy tidings on the profit 
& loss ledger. But quite the con- 
trary in this case. Hall’s lament turned 
out to be a prelude to the brightest 
figures that Kroger Co. had ever re- 
leased. 

In the first 40 weeks of 1958 Kroger 
had upped sales by $83 million to 
$1,344 million. It had increased net by 
4% to $16.1 million. The board had 
raised the quarterly dividend from 50c 
to 6742c and proposed a three-for- 
one stock split. All this came on top 
of a 1957 that had broken all previous 
records. 

Hall later noted that his moderni- 
zation program had also forged ahead. 
So tar this year he has closed 108 
small stores, opened 69 supermarkets 

one less than scheduled. He has 77 
supermarkets under construction, 47 
projected. 

Decreasing Increase. Why then the 
lament? It turned out that Hall was 
simply a hard man to please. Ex- 
plained he later: “Our rate of increase 
decreased—that’s one I borrowed 
from the telephone company. We had 
a bad third quarter. We made prog- 
ress, but expected more. A strike cost 
us a little money. The general auto- 
mobile unemployment caught up with 
us.” 

It all added up, Kroger’s stockhold- 
ers had to agree last month, to com- 
mendable restraint on Hall’s part. But 
what would he say if Kroger really 
had bad news to report? The way 
things were going last month that 
seemed an eventuality President Jo- 
seph Hall might not have to face for 
a long time. Said he: “I just wanted to 
tell the facts, not to paint a picture 
rosier than it was. These last two 
weeks sales have rebounded—things 
look quite good. ‘1n fact, I'm op- 
timistic.” 
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OIL 


PETROLEUM 
UNDER THE PALMS 


California Standard long has 

had a penchant for moving 

into far-off places. Last 
month it did so again. 


Over the past four years, Chairman 
Ralph Gwin Follis and President 
Theodore Petersen of the Standard Oil 
Co. of California* have often cast 
wistful glances toward the Golden 
Gate Bridge as they approached their 
San Francisco offices. Beyond the 
bridge lay the Hawaiian Islands and 
the mid-Pacific, where SoCal already 
accounted for 28%-29% of the total 
oil market, and where Hawaiian de- 
mand alone was growing by 15% a 
years, vs. 3%-4% or less for the U.S. 

But Hawaii was something of a 
headache for Follis and Petersen. 
Hence the wistful glances. Whenever 
they proposed to build a refinery in 
Hawaii, the local citizenry rose up in 
arms over the idea of planting a re- 
finery amid the palms. So every bar- 
rel of oil sold in Hawaii had to be 
transported from the Far East, past 
the islands and on to California for 
refining. Then it had to be tanked 
back to Hawaii. That meant a cost 
for the tanker stretch from Hawaii 
to California alone of an estimated 
35c-42c a barrel. 

Mountain to Mohammed. But SoCal, 
the first company to move into oil- 
rich Saudi Arabia, has never been the 
kind of company to throw up its hands 
in resignation just because a problem 
looked insuperable. Follis and Peter- 
sen kept right on trying to get their 
refinery built. Last month they finally 


*Standard Oil Co. of California. Traded 
NYSE. Current price: 5612. Price range 
(1958) : high, 5844; low, 4314. Dividend (1957) 
$1.90. Indicated 1958 payout: $2. Earnings per 
Share (1957): $4.56. otal assets: $2,246.3 
million. Ticker symbol: SD 


STANDARD’S (CAL.) PETERSEN: 
another trip abroad 


SOCAL SITE IN HAWAII (white line): 
it tapped a large market 


won. On the island of Oahu, with the 
approval of the Hawaiians, Follis and 
Petersen started building a new $40- 
million SoCal refinery, the first ever 
to rear its head in Hawaii. When the 
refinery goes on stream in 1960, it will 
be capable of pouring out 32,000 bar- 
rels a day of gasoline, jet fuels, diesel 
oils and other petroleum products. 
Says President Ted Petersen: “The 
economically logical place to put a 
refinery.” 

It was, indeed. The Hawaiian refin- 
ery consolidates SoCal’s hold on one 
of the rarest finds in the oil industry 
today: a big, largely undeveloped 
marketing area. From Hawaii SoCal 
will be shipping refined products to 
such fast-growing markets as Wake, 
Guam, Samoa and Tahiti, where Air 
Force and Pan American planes burn 
up huge volumes of high-profit avia- 
tion gasoline. “Some of our products,” 
notes Petersen, “also will be shipped 
to Alaska from Hawaii.” 

House Cleaning. SoCal’s success in 
Hawaii once again proved a point: 
that the West Coast-based interna- 
tional vil giant is one of the most 
dynamic in the industry. Follis and 
Petersen have not forgotten their 
service stations on both coasts of the 
U.S. in their zeal for the market. On 
the East Coast, which SoCal invaded 
just a few years ago, Follis and Peter- 
sen are consolidating their 3°%-4% 
share of the highly competitive gas- 
oline market. They are at least hold- 
ing their own on the West Coast where 
their 28% share of total gasoline sales 
makes them vulnerable to the kind 
of bitterly competitive scramble that 
has developed in that market. 

In yet another market for petroleum 
products, petrochemicals, SoCal has 
been increasingly active. Next year, 
it will open a new fertilizer plant at 
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Kennewick, Washington. So Cal has 
high hopes for the plant since demand 
for agriculture chemicals is expected 
to increase by roughly 25% on the 
West Coast over the next three years. 
“We expect,” say Ted Petersen, “to 
be selling the full capacity of the plant 
within a year or two of its opening, 
and we should improve our share 2f 
the total market.” 

Right now the two oilmen are anx- 
iously watching yet another outlying 
part of the U. S.: Alaska. With Rich- 
field, SoCal has brought in two pro- 
ducing wells and now is drilling a 
third. If Alaska turns ou. to be a 
major source of oil, SoCal would be 
in the happy position of tanking oil 
to Washington and California for only 
a few pennies a barrel. Alaskan wells 
could also be a useful anchor to the 
windward in case of more trouble in 
the Arab Middle East, where SoCal 
currently gets almost half of its crude 
oil. Comments Petersen: “We’re very 
optimistic on the Alaska discovery 
situation.” 

Plenty of Cash. One thing seems 
certain: traditionally cautious (except 
in looking for oil) SoCal will have 
little trouble in raising the ccsh to pay 
for all this activity. SoCal recently 
sold $150 million in 4% debentures. 
And, its profits, which dropped 11.4% 
(to $2.97) in the first three quarters, 
appear to be resuming their steady 
upward course. “The third quarter,” 
says Petersen confidently, “was better 
than the first half, and the fourth 
quarter will be better than the third. 
Earnings will be down for the year, 
but it will be a lot better than we 
expected six months ago.” 

But such is the nature of the oil 
business that Petersen and Follis have 
not made their Hawaiian, Alaskan and 
petrochemical projects in any way 
conditional on short-term swings in 
profits. “This,” says Ted Petersen, “is 
a five-or-ten-year business. In plan- 
ning something like the Hawaii 
project, we have to be thinking of 
1960 and beyond.” 


SOY A’S PRESIDENT McMILLEN: 
a Ford-like faith 
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Soybean Production (Mil. bu Sales (Millions of Dollars) 


BOOMING BEANSTALKS 


In just two decades, soybeans have 
grown in importance to the point 
where they are now the second biggest 
U.S. cash crop. Meanwhile Central 
Soya Co., Inc., founded at the time 
soybeans first spread from experi- 
mental college plots, has ridden with 
the tide, showing a 400% rise in sales 
600} while soy production moved up 202% 
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FOOD PROCESSORS 


BIG BAG OF BEANS 


“This day,” says Central 
Soya’s slogan, “I will beat 
my own record.” The big 
soybean processor has been 
doing just that. 





Or all U.S. commodities, none has 
been more of a Cinderella crop than 
the once lowly soybean. A pretty 
plant with white or purple flowers 
and fuzzy brown pods, the protein- 
packed soybean was an Oriental staple 
long before the early 19th Century, 
when Yankee Clipper ships, plying 
the China run, took to using it as, »f 
all things, ballast. Since World War 
I, however, the soybean has come 
into its own, pushed along at one 
point by no less a prophet than 
Henry Ford, who predicted: “No 
matter what we may guess as to the 
application of the soybean, our guess 
will fall far short of the eventual 
results.” 

Sure enough, as a cheap, but rich 
source of nutrition, soya has since 
been more highly touted as a cure 
for all the ills that ail a hungry world 
than anything since Al Capp’s Shmoo. 
In the past 30 years, soya production 
has sprouted from around 7 million 
bushels to over 500 million, last year 
added up to the first billion-dollar 
soya crop in history. 

Bean Bag. One commodity com- 
pany whose fortunes have soared 
along with the soybean is Fort Wayne, 
Ind.’s Central Soya Co., which was 
founded with Ford-like faith in soya 


by Dale McMillen in 1934. Originally 
capitalized at a bean-sized $125,000, 
Central Soya* is today one of the three 
biggest soya processors in the business 
(the others: Spencer Kellogg, Archer- 
Daniels-Midland). Under McMillen’s 
sons, Chairman Harold and President 
Dale Jr., Central still lives by Founder 
MeMillen’s THINK-like credo: “This 
day I will beat my own record.” 

Reporting out its 1958 fiscal year 
(ended Aug. 31) last month, Central 
Soya demonstrated that it was doing 
just that. Sales had climbed to a rec- 
ord $226 million(up nearly $30 million 
over fiscal 1957), and the net of $6.7 
million was 44% higher than the 
year before. A mighty big bag of 
beans, it meant that in eight short 
years Central Soya had more than 
doubled its sales. 

Turning the beans into bucks, how- 
ever, is a complicated procedure. Es- 
sentially, Central separates the soy- 
bean meal from the oil, sells most of 
the oil (at 10c a pound) to large food 
processors, about 10% to industrial 
But the meal is where the 
money is. Central earmarks about 
half for commercial feed producers, 
uses the rest in its own profitable line 
of poultry and livestock feed, which 
sells for $70 to $120 a ton vs. $45.50 a 
ton for meal alone. 

Beans & Bucks. Yet, judging by its 
modest 3°; net profit margin, Central 
Soya’s problems amount to a good 
deal more than a hill of beans. One is 
costs. At prevailing prices ($2.0675 a 
bushel), Central pays about $2,060 for 
1,000 bushels. Processed into oil and 
meal, the 1,000-bushel lot would yield 
only about $100 more than the pur- 
chase price without the steadily ex- 
panding feed business 

Central adds to its spread by flaying 
away at costs. It freight 
charges by sharing with the 


users. 


Saves on 


them 


*Central Soya Co. Traded over-the-counter 
Curren: price: 49 Price range (1958): high 
49. low 2814. Dividend (1958) : $1.70. Indicated 
1959 payout: $1.70. Earnings per share (1958) 
$5.93. Total assets: $65.2 million 


UNLOADING SOYBEANS: 
a Shmoo-like boon 





bean growers and the meal and oil 
buyers, has even set up a barge line 
to provide cheap water transportation 
to its dozen plants and storage facili- 
ties. Moreover, as a hedge against 
wildly fluctuating commodity prices, 
Central deals in soya futures, has ex- 
panded its storage facilities to a point 
where it now has space for more than 
40 million bushels. By buying beans 
at good prices, it can store them up 
for future use. To further fatten its 
net, Central recently added a new 
grain merchandising division and took 
a three-year lease (with option to 
buy) on the Glidden Co.’s research- 
minded Chemurgy division, which has 
done considerable work in soybean 
processing. 

Though Central and the soybean 
have been instrumental in helping the 
U.S. change from an importer of fats 
& oils to an exporter, even the Mc- 
Millens do not expect the industry to 
grow at anything like its recent pace. 
But with the consolidation of U.S. 
farms and the flocks and herds on 
them, it will mean fewer customers, 
perhaps, but greater potential volume 
per customer. “We are ready,” says 
President Dale McMillen Jr., “to ad- 
just to these oncoming changes.” Last 
month, as investors snapped up a 
200.000-share Central Soya offering 
within 24 hours, Wall Street was ap- 
parently betting that Central could 
go right on beating its own record. 


WALL STREET 


BULL MARKET 
FERDINAND 


How strong is 1958's bull 

market? Not nearly so strong 

as 1954's, says one leading 
technician. 





How strong has the 1958 leg of the 
bull market really been? It has car- 
ried the familiar Dow-Jones Indus- 
trial average into new high ground 
near the 550 mark and has generated 
the greatest volume of trading the 
New York Stock Exchange has seen 
since 1929. But, said one extremely 
well-informed market technician last 
month, the 1958 bull is actually a 
rather tame Ferdinand by comparison 
with its 1954 predecessor. 

The technician was Hemphill, Noyes 
& Co.’s Harold Clayton, who uses IBM 
equipment to keep what are possibly 
the most detailed records in existence 
on daily Big Board trading. “Four 
years ago,” Clayton declared, “we had 
one of the best, if not the very best, 
years in stock market history. No less 
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-— MEASURING THE BULL 


So far, says analyst Harold Clayton, 
the 1958 bull market hasn't meas- 
ured up to the 1954 one. His yard- 
stick: the number of companies’ 
stocks advancing 50°, or more. 


Se far 
in 
1958 


Number of stocks 
gaining .. . 1954 
100% or more 57 82 
90-100% 13 31 
80-90% 23 38 
70-80% 39 71 
60-70% 62 98 
50-60% 87 108 











than 428 issues climbed 50% or better, 
and only 22 of over one thousand 
issues lost ground.” 

By comparison, Clayton went on to 
say, 1958’s bull has been dawdling 
along sniffing at the daisies. “In the 
first 43 weeks of 1958,” he pointed out, 
“my figures show that only 281 stocks 
rose 50°; or more and 28 issues actu- 
ally lost ground.” A further measure 
of 1958’s mildness: in 1954 the Dow- 
Jones 65 stock index climbed 42% for 
the year; so far in 1958 it is up just 
28°; and has little chance of making 
up the difference between now and 
year-end. 

Clayton also pointed out as signifi- 
cant the fact that 261 Big Board issues 
are currently well below their 1954 
highs, even though the averages show 
the market to be some 35% higher. 
Among them are such leading issues as 
Chrysler, Allied Chemical, Amerada, 
Westinghouse, Kennecott, Santa Fe, 
Montgomery Ward, International 
Shoe, Trans World Airlines, Allied 
Stores, Woolworth and United Fruit. 

Clayton’s conclusions: “These fig- 
ures show the mar':et is nowhere near 
as strong as in 1954 and there’s still 
lots of room to go higher.” 


SINCLAIR'S SPENCER: 
the pen solved a problem 


OIL 


MADE FOR 
EACH OTHER 


Sinclair and BP have joined 

in a partnership whose effects 

will be felt from Kuwait to 
Lake Maracaibo. 


It was one of those deals that looked 
so natural people could only wonder 
why no one had thought of it earlier. 
Britain’s giant British Petroleum 
Co.* has more oil reserves than any 
other company in the world (an es- 
timated 30 billion barrels), most of it 
in the volatile but profitable Middle 
East, but it has hardly any refineries 
outside that area. The U.S.’ big Sin- 
clair Oil Corp.,t on the other hand, 
has a long string of refineries and 
service stations, but no cheap Middle 
East crude. 

Joining the Halves. Last month Sin- 
clair’s Chairman Percy C. Spencer 
brought his refineries and stations to- 
gether with BP Chairman Sir Neville 
Gass’ oil wells. In New York, Spencer 
announced that BP had agreed to 
supply all the oil Sinclair needed for 
its U.S. refineries. Nor would the deal 
end there. The two companies, Spenc- 
er explained, also would form a joint- 
ly held firm to market Venezuelan 
and Middle East crude in the Western 
Hemisphere and to look for still more 
oil in Latin America. Henceforth, said 
he, both would be “providing each 
other with greater strength and wider 
flexibility of crude oil supply and 
markets in both hemispheres.” 

Short on Crude. Thus in one scratch 
of the pen did able Percy Spencer go 
a long way toward solving a problem 
that has plagued him ever since he 
became head of Sinclair ten years 
ago. Under founder Sinclair, the com- 
pany concentrated on building up its 
seven huge refineries, the longest net- 
work of pipelines in the U.S. and a 
distribution system that put 90°, of 
its potential customers in 42 states 
within 75 miles of a Sinclair distribu- 
tion point. But there was a funda- 
mental weakness in this massive 
complex: the economic picture had 
shifted so that the fat profits came 
from producing oil, not refining or 
marketing it. 

Spencer, a lawyer who had learned 


“British Petroleum Co. Traded American 
Stock Exchange (American Depository Re- 
ceipts). Current price: 7-15/16. Price range 
(1958): high, 8-5/16; low, 1%. Dividend 
(1957): 20c. Indicated 1958 peyver:: 20c. Earn- 
ings per share (1957): Tlic. Total assets 
$1,356 million. Ticker symbol: BPT. 


‘Sinclair Oil Corp. Traded NYSE. Current 
price: 61. Price range (1958): high, 635,; low, 
463,. Dividend (1957) : $3. Indicated 1958 pay- 
out: $3. Earnings per share (1957): $5.18. To- 
t.] assets: $1,480.6 million. Ticker symbol: L. 
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oil at Harry Sinclair's right hand, did 
what he could to remedy Sinclair's ~ 
deficiency in crude oil. Over the past 
ten years he has ticketed no less than 
half of Sinclair’s $1.3-billion worth of 
capital expenditures for exploration 
and production. But while he was 
looking for oil, Spencer also had to 
keep pace with an expanding oil mar- 
ket. Result: though Spencer boosted 
production, to 171,619 barrels a day, 
his refining capacity soared to 488,000 
barrels a day (see chart). 

So, all his efforts notwithstanding, 
Sinclair was nearly back where it 
started a decade before. The domestic 
crude oil used by Spencer’s refineries 
cost far more to find and produce than 
the foreign crude used by BP and 
such competitors as Jersey Standard, 
Texaco and California Standard. An- 
alysts have estimated, for example, 
that BP’s oceans of oil in Kuwait can 
be pumped up for under 10c a barrel, 
making it probably the lowest cost 
oil in all the world. 

The Widening Stream In the struggle 
to find crude, Spencer nevertheless 
did have some spectacular successes. 
While other oilmen were spending 
fortunes for concessions in Vene- 
zuela’s crude-rich Lake Maracaibo, 
shrewd Percy Spencer went south to 
the province of Barinas. There he 
poured his money into a tract already 
owned by Sinclair’s 96.2%-held Sin- 
clair Venezuelan Oil Co. 

By concentrating on Barinas, Spenc- 
er pushed his production from a scanty 
21,439 barrels a day in the first nine 
months of 1957, to an average daily 
rate of 52,983 barrels this year, also 
built a pipeline to carry the oil to a 
new refinery owned on the coast with 
Socony Mobil. Result: Sinclair Vene- 
zuelan earnings over the first three 
quarters nearly tripled (to $4.25 a 
share) and its profits for the full year 
may approach $25 million, on an in- 
vestment of just $100 million. “We 
have hopes,” adds a top Sinclair exe- 
cutive, “of producing still more crude 
in Venezuela.” 

A Look Abroad. Elsewhere in the 
world, too, Spencer has sunk his drills 
in promising areas. Sinclair crews are 
looking for still more oil in Canada, 
Paraguay and Somaliland. Spencer 
also pushed his crews into the French 
Sahara shortly after oil was discov- 
ered there. 

Nevertheless, as Spencer was well 
aware, he faced one big drawback in 
these programs: it usually takes about 
four years for newly discovered oil 
to make its presence felt on the bal- 
ance sheet. Meanwhile, his US. 
refineries were running largely on 
oil purchased from the outside. 

Hence the BP deal. BP Middle East- 
ern crude, purchased under long-term 
contract, will be cheaper than crude 
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SINCLAIR OIL REFINING STILLS: 


Se 


"SE? at 


after a long struggle, crude oil supplies were catching up 


from Sinclair’s present sources of sup- 
ply. It will also assure Sinclair’s re- 
fineries of all the crude they need 
when they need it. Moreover, Spencer 
now has all the advantages of Arabian 
oil, with none of the political risks. 

BP stands to benefit greatly, too. 
The deal gives it a foot in the rich 
U.S. market. Better still, the joint 
Latin American venture with Sinclair 
puts BP for the first time into that 
vast oil area. Until now it has been 
kept out of most Latin American na- 
tions by local laws banning companies 
controlled by foreign governments 
(BP is 56%-owned by the British 
government). 

Well aware of all this, neither Gass 
nor Spencer made any secret of their 
elation over the prospects. “The joint 
venture,” said Spencer happily last 
month, “should prove highly advan- 
tageous to both companies.” 


Barrels per day (Thousands) 


THE VITAL GAP 


Sinclair Oil nearly doubled its pro- 

duction between 1951 and 1958. But 
its refining was expand- 
ing, too. Result: the in- 
creased crude output 
has been unable to nar- 
row the vital production- 
refining gap. 
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Refinery Runs 
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CRUDE PRODUCTION 


STEEL 


POST-MORTEM 


The steel business, as it al- 
ways does, felt the sharp end 
of the recession. But there 
were some very revealing dif- 
ferences in the effects on the 
various companies. 


For THE mighty U.S. steel industry, 
blasting along at a greatly improved 
75% of the 
ovel counting 
But 
academic exercise. Though the reces- 
sion hit all the steelmakers hard, it 
did not hit them all equally hard—and 
Wall Street’s analysts were going to 
put a great deal of stock, literally as 
well as figuratively, on the companies 


capacity, recession 
the 


was no 


was 
except fo! cost 


counting the cost mere 


which made the best showings 

By early this month, the figures 
were all in. Then the Wall 
Street post-mortems. By and large all 
the major steelmakers got passing 
marks (see table, p. 34) because all of 
them managed to make sizable profits 
even with their mills limping along 
at 50% of capacity 

The Head of the Class. But some got 
higher marks than others. Charles 
McElroy White’s Republic Steel Corp.., 
for example. Republic’s were 
particularly hard hit but what had the 
moneymen cheering was its ability to 
make money at one of the 
operating rates in the industry 
have been able,” boasted White, 
maintain our earnings at the 
operating rate ...and.. . continue 
payment of our regular dividend.” Re- 
public Steel’s operations fell as low as 
45% of capacity in the first half, but 
for the nine months White had earned 
$2.50 per share, thus clearing its divi- 
dend, although by a narrow 25c a 
share. 

Not so well off but still safely in the 
black were Jones & Laughlin and 


began 


sales 


lowest 
“We 
“to 
low 
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Nine-month Sales 
(in millions) 
8 1957 


Company 


U.S. Steel 
Bethlehem 
Republic 

Jones & Laughlin 
National 
Youngstown 
Armco 

Inland 


$2,535.3 
1,476.0 
638.6 
426.6 
381.4 
359.6 
629.9 
477.7 


$3,379.6 
2,002.0 
968.3 
650.8 
493.1 
541.7 
834.9 
591.3 





STRESSES IN STEEL 


Steel was one of the hardest hit of all industries in the recent reces- 
sion. From a rate of 96%, in the first quarter of 1957, production 
plummeted to 54.1%, of capacity in the first quarter of 1958. Most 
major mills stayed well in the black through the recession. But not 
all came through equally well. Here is the picture of how the eight 
leading companies fared during the nine worst months of recession. 





Nine-month Net Per Share 
(in dollars) 
decline 1958 1957 


25.0% $3.56 
26.3 1.68 
34.1 2.50 
34.5 1.45 
22.7 2.86 
33.6 3.32 
24.6 2.29 
19.2 5.59 


decline 


$5.77 
3.10 
4.68 
4.88 
4.60 
9.25 
3.88 
7.60 


38.3% 
45.8 
46.6 
70.3 
37.8 
64.1 
41.0 
26.5 








Youngstown Sheet & Tube (Forses, 
Nov. 1), whose profits per share 
slumped badly. Youngstown, with 
about two-thirds of its output in light 
steels and tubular products, was hard- 
er hit than Republic by the slackness 
at Detroit and the slowdown in oil 
drilling. 

Head of the Class. To nobody’s sur- 
prise, Chicago's eighth-ranking In- 
land Steel went to the head of the 
class for recession-beating. Inland 
nearly always does well. With the 
great majority of his customers located 
within 200 miles of his Chicago plant, 
President Joseph L. Block was able 
to hold the year to year drop in sales 
to a mere 19%, well below the 25% 
and 26°, drops recorded by the in- 
dustry leaders, U.S. Steel and Beth- 
lehem. 

Block’s is a highly integrated oper- 
ation—he uses 80°) of his own ore, 
40°; of his own coal, all his own lime- 
stone and ships 14°, of his products to 
his own subsidiaries. That, too, 
helped Inland. As a result, Inland’s 
profits held up far better than most, 
fell only 26.5%, year to year. This was 
several points better than next-best 
National Steel. National’s tinplate- 


COILS OF COLD ROLLED STEEL: 


making Weirton plant did well, but 
with more than half its productive 
capacity located in Detroit, National 
suffered along with its automaking 
customers. 

How Much, How Soon? What about 
the tag-end of 1958? The industry as 
a whole expects at least to hold around 
75°% of capacity. That means solid 
profits for an industry that has shown 
it can make money at 50°. But, once 
again, there will be some important 
differences among companies. Armco 
Steel’s Chairman Charles Ruffin Hook 
was looking forward to operating at a 
slightly above-average 80% of capac- 
ity in the fourth quarter. Bethlehem’s 
President Arthur B. Homer would 
predict only 70°.. Inland’s Block had 
no hesitation in predicting a 90°; rate. 
“Steel mill backlogs have increased,” 
said Block, “and all phases of our op- 
erations are experiencing 
proved business conditions.” 

But whatever relative measures of 
prosperity they foresaw in the fourth 
quarter, there was no doubt that 
Block, Homer and Hook were speak- 
ing for the steel industry as a whole 
when they predicted good times im- 
mediately ahead. 


im- 


solid profits in the industry for the tag-end of ’58 
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FOOD PROCESSORS 


FISH STORY 


Bankrupt 25 years ago, Bob 

Fletcher’s Booth Fisheries is 

back in the chips—but it still 

worries about the ones that 
get away. 





To Robert P. Fletcher Jr., 59, every 
day is Friday. As president of Chi- 
cago’s Booth Fisheries Corp.,* he is 
the largest producer, processor and 
distributor of fish and seafood in the 
U.S. and—so far as Fletcher knows— 
in the world. 

Marking his 25th year as president 
last month, Booth’s Fletcher proved 
that even on a steady diet of fish a 
company can grow and prosper—pro- 
vided that it has enough lines out. 
Founded in 1848 by Alfred Booth, an 
Englishman who came to Chicago to 
seek his fortune in fish, Booth was 
burned out in the Chicago fire but, 
rebuilt, quickly became the biggest 
fish and oyster house in the USS. 
Years later, however, the price col- 
lapse following World War I and the 
1930 depression brought Booth to its 
knees. Placed in receivership, it was 
reorganized in 1933, with Bob Fletch- 
er, former president of an asphalt 
paving company, named president. 

Fish & Chips. Bringing revolution- 
ary ideas and methods to a tradition- 
ally straight-laced industry, Fletcher 
turned Booth into one of the first fish 
companies to introduce fresh frozen 
fillets, an enterprise which in itself 
turned the industry upside down. 

Back in the chips by the mid-Thir- 
ties, Booth has since gone on to make 
quite a catch. Since 1940 its sales 
have swelled more than five times to 
$48.6 million. Profits, however, while 
growing almost six times in that pe- 
riod (to $842,595), are not exactly 
whale-sized. But while Booth reeled 
in an operating profit margin in its 
1958 fiscal year of 3.3°7, it hooked an 
8.8°, return on invested capital. 

Like every big fisherman, Booth 
worries about the ones that get away. 
In Booth’s case, however, it is 
fish but fish eaters. 
tion of beefeaters, U.S. per capita 
consumption of meat has climbed 
from 146.4 pounds in 1910 to 1957's 
159 pounds, while fish consumption 
has barely budged from what it was 
50 years ago—about ten pounds. 
Fletcher’s solution: a $500,000 eat-fish 
ad campaign—biggest budget ever al- 
lotted by any fish firm in U‘S. history. 


not 
Primarily a na- 


*‘Booth Fisheries Corp. 
Stock Exchange. Current price: 21. Price 
range (1958) high, 23; low, 13%. Dividend 
(1957): $1. Indicated 1958 payout: $1. Earn- 
ings per share (1957): $2.68. Total assets 
$15.4 million 
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MAIL COUPON TODAY 


' (Or Phone MElrose 5-3571) 


\ \ 
ree +) 
/ DIRECTOR, INDIANA DEPARTMENT OF COMMERCE 
333-A, STATE HOUSE 
INDIANAPOLIS, INDIANA 


' industry prefers a 


Dear Sir 
Please send me a copy of your new 40-page brochure 


ADDRESS 


DEBT-FREE 


IN DIANA’S 


INDIANA... 


INDIANA... 


| age a pepe Ee Slag ee 


INDIANA... 
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Right-to-Work Law 


is the first enacted by a major industrial state. 


is Debt-Free 


Its constitution forbids bonded state debt. New in- 
dustries don’t pay yesterday’s bills. 


has No Corporation Tax 


. .. NO manufacturer’s tax .. . NO net worth tax... 
NO value-added tax . . . NO penalty tax . . . NO “‘use’’ 
tax ... NO sales tax .. . NO “nuisance” tax .. . and 
has had only one tax-rate increase in 26 years! 


is the Market Center 


the very center of sales . . . the center of shipping. . . 
the center of U. S. manufacturing. 











Now! Easier to clean oven...plated with Nickel under chrome 
7 


Women have a warm spot in their hearts 
for the manufacturer of this new oven. 
He offers them an oven that’s easier to 
clean, an oven that assures even baking 
. an oven with a lustrous chrome inte- 
rior that will stay bright and gleaming. 
Tough, durable Nickel plating is used 
underneath the chreme to protect it from 
nicks and scratches. To keep the base 
metals from corroding. To provide a 
smooth, bright-metal foundation for a 
mirror-smooth, easier-to-clean finish. 
Nickel plating under chrome can help 
you sell your products, too. Use it as an 
accent to styling. As a way to enhance 
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colors. snap-up product appearance... . 
to give your products a “come-buy-me” 
look. Its durability and easy-to-clean sur- 
face can help you earn a warm spot in 
your customer’s heart. 

For more information on how Nickel 
plating can help you, Mr. Manufacturer 

. write for “Practical Answers to 40 
Practical Questions about Nickel Plat- 
ing’. The International Nickel Company, 
Inc., New York 5, N. Y., Dept. 181G. 


w, Inco Nickel 


makes metals perform better, longer 


Nickel plating . .. under chromium .. . over 
steel: that’s how a quality finish is built up. 
Chromium gives you gleaming beauty. Nickel 
makes the beauty last. And lasting beauty 
can help sell your product. ©1958,7.1.N.Co., Ine. 
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OIL 


HIGH & DRY 


In the desperate hunt for oil, 
even four and one-half years 
and $30 million can produce 
nothing more than one big 
dry hole. 


O.ptIME oilmen fondly recall tales of 
a wildcat character of a century ago 
who doggedly drilled so many worth- 
less wells in western Pennsylvania 
that he became known to one and all 
as Dry Hole Ben. In the great West- 
ern Desert of Egypt last month, the 
Sahara Petroleum Co.* earned a spot 
in petroleum history as one of the 
Big Bens of its day. After 4% years 
of searching and drilling for oil in an 
arid area stretching 90,000 square 
miles, Sahara Petroleum had nothing 
more to show for its $30-million in- 
vestment than nine parched explora- 
tion wells. Quipped one Ohio oilman, 
as Sahara Pete prepared to junk the 
whole project: “Anybody want to 
buy a diamond drill cheap?” 

But in the relentless search for the 
black gold, Sahara is not alone in 
either effort or disappointment. The 
oil game is a rich game—as battalions 
of petroleum millionaires bear col- 
orful witness. But it is also a costly 
and a risky business. Western Aus- 
tralian Petroleum, an operating arm 
of California Standard and Texas Co., 
has been drilling down under for the 
past five years, has sunk $33 million 
into the hunt. Thus far no oil. Near- 
by, at Papua in New Guinea, British 
Petroleum and Standard Vacuum Oil 
(owned jointly by Jersey Standard 
and Socony Mobil) probably hold the 
record for persistence and patience in 
petroleum: they have been drilling 
off and on for 20 years now, have 
spent $67 million. No oil. 

The Chance of Oil. In the U.S. alone, 
drilling ratios (i.e., the probability of 
striking oil) are prohibitive enough. 
Only one out of every nine wells 
drilled in virgin territory, according 
to the American Petroleum Institute, 
shows any sign of gas or oil; only one 
out of 44 new fields produce enough 
oil (one million barrels or more) to 
make production practical; a scant 
one out of 243 yields more than 10 
million barrels and a rare one-in-964 
ever gushes as many as 50 million 
barrels or more. Overseas the chances 
of striking oil on a paying basis are, 
if anything, more remote. 

The Sahara project faced even 
tougher odds. Compounding the usual 
problems were uncharted minefields 


*An operating subsidiary of Continental 
Oil and backed jointly by Ohio Oil, Richfield 
and Cities Service. 
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DRILLING FOR OIL IN EGYPT: 















in the wastes of the Sahara, black disappointment 


left over by the Germans in their 
retreat from E] Alamein during World 
War II, which actually caused a num- 
ber of casualties among local work- 
men and Egyptian troops, who were 
detailed to help with the desert oil 
hunt. 

Of the Sahara Pete partners, Con- 
tinental and Ohio (each with a 27.5% 
interest in the main strip) invested 
the most money, about $8 million 
each. But depreciation allowances 
being what they are, the total $30- 
million investment by Sahara’s four 
participants will not be a total loss. 
Ohio, for example, writes off such ex- 
penses as they occur, has already 
charged off its $8 million to drilling 
and exploration expenses—and al- 
most certainly to experience. For as 
one Ohio oilman put it: “This is not 
our first sad experience, and I guess 
it won't be the last. It’s all part of 
the game!” 


a 


$30-MILLION HOLE | 


In this 90,000-squore mile area in Egypt, four 
U.S. oil companies began drilling for oi! four 
and a half years ago. Final score: 9 exploratory 
wells, little oil, $30 million down the drain 








NATURAL GAS 





WELL-LAID PLAN 


A project years in the plan- 
ning has helped Equitable 
Gas safely through the re- 
cession and laid the ground- 
work for solid growth. 


“Nine tenths of wisdom,” Theodore 
Roosevelt once said, “consists of be- 
ing wise in time.” Nowhere is this truer 
than in the modern natural gas indus- 
try whose zestful expansionism and 
two-fisted boldness “T.R.” would have 
heartily approved. But for gasmen, 
being “wise in time” is more than a 
mere matter of luck. The gas execu- 
tive has to live with a situation where 
he may have to wait three or four 
years before he can be sure any move 
he makes is both wise and timely. 
Back in 1955, Albert W. Conover, 
president of Pittsburgh’s Equitable 
Gas Co.,* faced just such a situation. 
Taking a long and penetrating look 
into the future, Conover came up with 
a plan to build a hydrocarbon plant 
near Maytown, Ky. which would ex- 
tract ethane concentrates from his gas 
reserves and pipe them for sale to a 
Union Carbide plant at Institute, W 
Va. Before the project was finished it 
had cost nearly $9 million, almost as 
much as Equitable’s normal yearly 
rate of capital spending. On pape 
the move looked good. But the payoff 
was admittedly well in the future 
Good Timing. By last month, how- 
ever, Wall Street was ready to agree 


*Equitable Gas Co. Traded NYSE. Current 
rice: 3542. Price range (1958): high, 367%: 
ow, 2614. Dividend (1957): $1.60. Indicated 
1958 payout: $1.60. Earnings per share (1957) 
$2.22. Total assets: $177.6 million. Ticker sym- 
bol: EQT 
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that Conover’s scheme had indeed 
been both wise and timely. Although 
Conover had been forced to retire 
from his job as chief executive be- 
cause of ill health, his successor was 
reaping the fruits of Conover’s fore- 
sight. The new boss, Donald B. (for 
Breyfogle) Beecher, reported that 
Equitable had increased its earnings 
from $1.71 to $1.73 per share in the 
first nine months of 1958. Most of 
the credit went to Conover’s Kentucky 
Hydrocarbon Co., which came on 
stream in mid-1957. The subsidiary 
contributed 14c per share last year 
and 26c in the latest three*quarters. 
Without the hydrocarbon unit, Equi- 
table’s earnings actually would have 
declined 6.4% to $1.47 per share. 

‘For freshman President Don Beech- 
er, a onetime engineer, who took the 
helm at Equitable last November, 
Conover’s timely move had turned 
out to be a recession lifesaver. Al- 
though the company does have a great 
deal of stable househeating business, 
Equitable normally brings in 25°. of 
its sales from industrial gas. These 
sales are non-regulated and there- 
fore highly profitable. But this year, 
with the recession scoring a direct 
hit on Pittsburgh’s mighty cluster 
of steel mills and coal mines, Equi- 
table lost much of this high-margin 
business. “In the first nine months,” 
explained Beecher, “our industrial 
sales were off 10%.” 

The Tortoise & the Hares. Conover’s 
project was doubly useful. Besides 
rescuing profits in a slow year, it 
algo gave Equitable a badly needed 
sales boost. Among the other diffi- 
culties Beecher faces in the Pitts- 
burgh-West Virginia distribution area 
is tough competition from subsidiaries 
of Columbia Gas System and Consoli- 
dated Natural Gas, two of the nation’s 
largest integrated gas fil Pitts- 
burgh’s gas market is toaay one of 
the U.S.” most highly saturated. 
Hence, Equitable’s sales growth had 
been rather slow—up only 141% over 
the postwar decade. By comparison, 


% Increase in Sales (1947-57 





Competing with two giant rivals in 
the Pittsburgh-West Virginia area, 


Equitable Gas has fallen well behind 
in sales growth... 
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¢ Net Profit per $ of invested Capital 


... But in profitability, as measured 
by return on investment, Equitable 
still continues to set a torrid pace. 
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Consolidated Equitable 
Natural Gas Gas 





Columbia 
Gas System 





rivals Consolidated and Columbia, 
which have big operations in other 
areas as well, have increased their 
sales 198° and 237% during the 
same span. ~ 

Yet Equitable’s tortoise has yielded 
little to the rival hares so far as 
profits are concerned. Equitable has 
constantly brought in a higher return 
on invested capital than either of its 
giant competitors. Last year Beecher 
reported 8c in earnings for every 
dollar of invested capital. Consoli- 
dated’s James Comerford earned just 
6.5c, and Columbia’s George S. Young 
only 6c. 

Slowly But Wisely. For if Equita- 
ble has grown slowly it has 
grown wisely. “We produce,” says 
Beecher, “about 35% of our own 
gas. This costs much less than pur- 
chased gas. For another thing, our 
rates are based on ‘fair value’ or cur- 
rent estimated cost of property. Many 
states other than Pennsylvania con- 
tinue to use the ‘original cost’ formula, 


also 


LOWERING AN EQUITABLE GAS PIPELINE INTO PLACE: 
in a highly saturated market, slow but sure growth 
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which provides a lower rate base.” 

Right now Equitable’s position looks 
stronger than ever. If the upturn in 
steel operations continues, as most 
experts of the industry believe it 
will, Equitable’s profits should take 
another big jump in the year ahead. 
Beecher would benefit not only from 
Conover’s Kentucky Hydrocarbon 
project and bigger sale of industrial 
gas but also from a new rate increase 
of $3.2 million which went into effect 
in mid-September. With these three 
things working for him, some Wall 
Streeters believe Beecher could rake 
in earnings of $2.70 per share in 1959, 
a sharp increase over 1957’s $2.22 and 
easily Equitable’s top profit of the 
postwar decade—proving that timely 
foresight and careful planning can pay 
real dividends. 


OFFICE EQUIPMENT 





PUNCHING OUT 


If oldtime IBM eyes were 
moist last month, it was be- 
cause the domestic time 
equipment division had 
served its time. 


To IBM President Thomas John Wat- 
son Jr., the time equipment divi- 
sion will always be the little acorn 
from which the mighty IBM oak grew. 
When Watson’s fabled father took 
over IBM’s forerunner, the Com- 
puting-Tabulating-Recording Co. in 
1914 (the year young Tom was born), 
it. was a bean-sized maker of butcher's 
scales and time clocks. In the 44 
years since then, IBM has blossomed 
into a multi-billion-dollar power in 
the office equipment field, but in the 
process the contributions of the little 
time equipment division—though a 
lively business in itself—have neces- 
sarily paled besides such awesome 
products as electronic digital 
puters. Last year time equipment 
punched in than 3% of IBM's 
$1 billion in sales. 

Thus last month, having served its 
time with honor, IBM’s domestic time 
equipment division was sold _ lock, 
stock & time clocks to Gardner, Mass.’ 
family-held Simplex Time Recorder 
Co. (price undisclosed). IBM will 
continue, however, the service end 
of the business in the U.S., will keep 
on manufacturing time equipment for 
the overseas market via its World 
Trade Corp. But even so, punching 
out of the time clock business seemed 
to mark an [BMilestone. Said senti- 
mental Tom Watson: “The decision 
to sell... was extremely difficult to 
make. But I feel that it is the right 
thing for IBM.” 


com- 


less 
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Frank Castro 1s one of 17,000 students in Puerto Ri a’ vocational hools. Ph; gt rraph by ‘Lom H 


Perfecting new skills for new industry—in Puerto Rico today 


The voune Puerto Rican in the Dexterous Puerto Ricans may al- 


photograph is studying a jet engine. ready be perfecting the skills needed Looking for a plant site? 


Heisastudent in one of Puerto Rico’s to make yroducts like yours 
] } 
lell us what your prod 


twelve modern vocational schools. Phe Commonwealth will even train then explain how Puc 


These government-run schools workers exclusively for you, if vou markable ten-1 
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our profits. Write Commo | 

of Puerto Rico, Economic De lop 
ment Administration Dept rO-8 

and die makers. Electronics workers. course to provide watchmakers for 666 Fifth Avenue, New York 19,N. Y 


are now turning out skilled Puerto operation calls for highly spec ialized “ 
Ricans by the thousand. Power sew- skills. Last summer, for example, the 


ing machine operators. Precision tool government created an intensive 


Machine shop mechanics. a U.S. manufacturer's new plant. 





Little oye val | CHEMICALS 


means big 
opportunity 
when you 
locate your 





Your new plant can profit from the 
growing dynamic spirit in the many 
progressive communities of Southern 
Illinois, almost at the very center of 
the nation’s population. 


Nature has been most generous to 
this region in many ways that are im- 
portant to your business. Abundant ceal 
resources are close to plantsite at eco- 
nomical mine prices. Agricultural and 
mineral resources of many kinds abound 
in this fertile delta bounded by two of 
America’s mightiest rivers—the Missis- 
sippi and the Ohio. 

A vast network of exceptionally fine 
transportation facilities by waterway, 
railway, roadway, by air and pipeline 
reduces both inbound and outbound 
freight handling costs to a minimum. 

There is a ready supply of skillful 
labor, and a local organization already 
set up to train your work force in the 
particular functions required by your 
industry. 


ga 

co (Orn Illinois—your 

N  cuciaescamaee —¥ central location 

\ nope er to serve all 

ie er? the nation 
nw 


x \) 
For complete and confidential details on 


sites in Southern Illinois to meet your 
specific needs, write 


Division of Industrial Planning & Develop- 
ment, State of Illinois, Springfield, IIl., 
William G. Stratton, Governor 





SIMMERING POT 


What’s behind poor earnings 

reports from the major chem- 

ical producers? Probably less 
than you might think. 


“A pot,” an old saw goes, “has to sim- 
mer before it boils.” That ancient bit 
of wisdom was something to remem- 
ber last month when, one after 
another, the U.S.’ major chemical 
producers reported nine-months sales 
and earnings. After years of boiling 
progress, the industry had visibly 
settled down to a simmer. 

With barely 


an exception, sales 


| were off, earnings down even more 


| for the nine months. 


| of profit. 


And from that 
it was easy—too easy—to conclude 
that one of the nation’s great growth 
industries was cooling off. That 
seemed to be the general idea in a 
good part of Wall Street’s kibitzer’s 
gallery, where hawk-eyed analysts 
were marking the turn of every penny 
By no accident whatever, 
this year’s general markup in stock 
prices has not been matched among 


| the chemicals (see chart). 


Ups & Downs. Modest as it was, 
there was a clear pattern of recovery 
in the chemical producers’ reports 
last month. If nine-months earnings 
comparisons were poor, quarter by 
quarter activity—and _profits—were 
picking up. 

That pattern was set by du Pont, 
among the first of the chemical 
producers to report. “Volume,” com- 
mented Lammot du Pont Copeland, 
chairman of du Pont’s important fi- 
nance committee, “has improved 
steadily thus far in 1958.” In the first 
quarter, sales were off 17%, but by 
the second quarter the lag was re- 
duced to 14°, and for the full nine 
months, to only 11°). Moreover, earn- 
ings recovered even more abruptly. 
While in the first two quarters net 
lagged some 40% behind 1957 levels, 
third-quarter earnings were only 26% 
behind. 

Basic Trend. The same hopeful pat- 


| tern showed up as, one by one, the 


other major producers reported. At 
Union Carbide, the second-ranking 
producer, over-all results for the 
nine-months period were also sub- 
stantially below 1957’s showing. But 
in the third quarter, earnings were 
significantly ahead: $1.15 per share 
vs. $1.13 in the 1957 third quarter 
What was more, it was another clear 
step in a progression from first- 
quarter earnings of 76c per share and 
the second quarter’s 90c. And still 
more important than the absolute 
figures themselves was the plain fact 


July 1957 = 100 


THE LAGGARD CHEMICALS 


The top seven chemical stocks 
reached their peak prices in July, 
1957, began to decline a month be- 
fore the market as a whole and 
have so far failed to catch up again. 
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that Carbide’s operating profit mar- 
gin was on the rise: from 25% in 
1957’s third quarter to 27° a year 
later. The same sort of progress was 
clear at Allied Chemical, Dow and 
Monsanto. Quarter by quarter, earn- 
ings had picked up. Said Monsanto’s 
President Charles A. Thomas: “The 
downturn which began in late 1957 
has been arrested, and the outlook for 
the immediate future is improved.” 

Yet even this recovery was only 
relative. Some producers are still 
operating at little better than half 
capacity, and even the best were not 
running much above 80% of capacity 
For the fourth quarter, even the most 
optimistic predictions set the top level 
of activity at 85% of capacity, and 
some companies will do well to 
hit 65°. 

Five Year Cycle? And yet is this the 
bad news it seems? Many shrewd 
analysts think not. Plainly the chem- 
ical industry has, at least temporarily, 
outbuilt itself. Since World War II, 
capital spending by the entire indus- 
try has run at the average rate of $1 
billion a year. This year such outlays 
ran to $1.4 billion. As a result, says 
Allied Chemical’s President Glen 
Miller, “there is overcapacity in the 
chemical industry for virtually all 
principal products.” One result: capi- 
tal outlays next year are expected to 
drop perhaps 20%. 

Strange as it seems, this may be 
good news. For im an industry in 
which it often takes a dollar of new 
capital to produce a dollar’s rise in 
sales, a cutback in capital outlays fo: 
a time would be a welcome relief 
Moreover, such simmering periods as 
the chemical industry is now under- 
going have occurred before—and with 
beneficial results. Says Dow Chem- 
ical’s Treasurer Carl A. Gerstacker: 
“Our industry normally basic 
five-year cycle of growth ending in 
temporary overcapacity. But for the 
long term, the outlook is simply won- 
derful.” 
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Accounting Machines save us 107% annually 
on our investment!” 


“Our National Accounting Machines have 
proved tobea very pr fitable investment for 
us. We are saving 107% annually on the 
ne but direct 


"7 benefit 
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> not the onl 


“Nationals give us greater accuracy with 
more speed. We also have been able to 
greatly the amount of filing space 
needed for our record: 


reduce 


Furthermore, the 
records are now more readily accessible 


THE NATIONAL CASH REGISTER COMPANY, 


1,039 OFFICES IN 121 COUNTRIES 


HELPING BUSINESS SAVE MONEY 


—COATS & CLARK INC., New York 
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“So then U.S. Steel invested $770 million in us’ 


An American baby is born every eight seconds—11,000 every day—4,000,000 a year. Our population will 
soon be over 200 million. And as our population grows, our production must grow. We’ll need millions of 
new homes... new schools and hospitals new highways to carry 75 million motor vehicles by 1970 
not to mention countless appliances and conveniences that haven’t even been invented yet! 
No temporary setback can stop the growing needs of our population. That’s why United States Steel 
has gone ahead with expenditures totaling $770 million to provide more and better steels for tomorrow’s 
citizens. This is the practical way that we’ve demonstrated our faith in the future 


United States Steel 





SOAP 


THE LITTLE 
FELLOW 


The public, says Adrien Pel- 

letier, likes to see the little 

fellow have a chance. Pelle- 

tier sees to it that his little 

Purex Corp. makes the most 
of its chances. 


ADRIEN PELLETIER, 57, chairman of 
South Gate, Calif.’s Purex Corp.* 
(bleach, detergents, toiletries) is a 
man who lives up to his own axioms. 
“Fatten a man’s pocketbook,” goes one 
Pelletier proverb, “and you won’t have 
much difficulty winning his good will.” 
Somewhat less altruistic, but no less 
true, is another Pelletier adage: in the 
dog-eat-dog soap business, “you have 
to expand in order to live.” 

By being a man of his words, Adrien 
Pelletier has built Purex from a soap 
industry also-ran five years ago into a 
growing (total assets: $23 million), 
aggressive little soapster and an in- 
creasingly irritating thorn in the sides 
of the Big Three (Procter & Gamble, 
Colgate-Palmolive, Lever Brothers). 
Last month, still expanding, Purex 
picked up Chicago’s John Puhl Prod- 
ucts (Little Bo-Peep ammonia) from 
Sterling Drug for an _ undisclosed 
amount of cash. Wall Street, which ap- 
parently likes the way Pelletier does 
business, promptly bid over-the-coun- 
ter Purex to an alltime high of 3734, 
double last year’s low bid. 

Purex’s Principle. Fattening Purex’s 
pocketbook, Pelletier has hiked sales 
over the past five years from $21 mil- 
lion to $54 million, doubled his earn- 
ings to $2.1 million and just about dou- 
bled his dividend to an annual rate of 
$1.10 a share. According to Pelletier, 
all this is a direct result of Purex’s 
“cardinal principle—to provide a big- 
ger profit margin for wholesaler and 
retailer on all Purex products” (e.g., 
Trend, Old Dutch Cleanser, Sweetheart 
soap). Compared to the 12°; or less 
with which the Big Three tempt their 
middlemen, says Pelletier, Purex 
dangles a profit-margin carrot of 18° 
to 22%, a lure made possible by Pur- 
ex’s vastly smaller advertising costs. 

Chairman Pelletier readily admits 
that this openhandedness has neces- 
sarily cut into Purex’s margins. Since 
1952 his operating profit margin has 
averaged only 7.5% vs. Colgate-Palm- 
olive’s 8.5% and Procter & Gamble’s 
billowing 13.2%. But by operating on 
relatively shoestring capital, Pelletier 

*Purex Corp. Traded over-the-counter 
Current price: 37. Price range (1958): high, 
3734; low, 1814. Dividend (1958): $1 plus 4% 
stock. Indicated 1959 payout: $1.10. Earnings 


per share (1958): $2.51. Total assets: $22.7 
million 
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“BEADS O° BLEACH” ON THE ASSEMBLY LINE: 


in the sides of the Big Three, an increasingly irritating 


makes his stockholders’ dollar work 
overtime. In 1958 Purex’s $2.5l-a- 
share net added up to a neat 19% re- 
turn on equity. 

Much of Purex’s recent push stems 
from its development of Beads O’ 
Bleach, a dry form of wet bleach, in 
1953, after market surveys showed 
housewives would prefer it that way. 
A year later Purex bought Old Dutch 
from Cudahy Packing, and with com- 
pany sales leaping almost $10 million 
in one year, soon added Manhattan 
Soap Co. (Sweetheart). This year Pel- 
letier reached out again, this time for 
the $7-million-a-year toiletries-pro- 
ducing (Blue Fern, Four Seasons, 
Veri-Soft) Allen B. Wrisley Co. 

Take A Chance. Now, with John 
Puhl in tow, Purex is nicely en- 
trenched along the entire soap front. 
More products, however, will mean a 
bigger drain on Purex’s limited ad 
budget, and it remains to be seen 
whether Purex can continue to com- 
pete with the Big Three on its own 
higher-margins-for-middlemen terms 
But Pelletier feels certain that the U.S 
consuming public will continue to sup- 
port Purex products. Says he of his 
customers: “They like to see the little 
fellow have a chance.” That, too, is one 
of Adrien Pelletier’s favorite sayings 


PUREX’S PELLETIER: 


he lives up to his axioms 


’ 


thorn 


TEXTILES 


BATTERED 
BLUE CHIP 


Industrial Rayon has taken a 

real beating this year. But 

then it has the kind of bal- 

ance sheet that can absorb 
lots of punishment. 


Unti their recent return to favor 
(Forses, Oct. 15), the textile stocks 
were more often than not treated with 
offhand contempt by Wall 
Streeters. There was, however, one 
long-standing exception: Cleveland’s 
middling-sized Industrial Rayon 
Corp. Not only did ILR continue 
earning better than 10° on stock- 
holders’ equity in when most 
textile were in a 
depression, but it paid dividends ($3 a 
share after 1952) right through the 
Thirties, the war and the difficult Fif- 


ties. 


most 


years 


companies private 


Adding to its luster was the fact 


that Industrial Rayon was known in 


The Street as a 
owing to the fact that 
7,851,255 common shares were 
by Cleveland’s powerful M.A. Hanna 
& Co. On its Gilbert W 
Humphrey, son of tycoon-statesman 
George M. Humphrey, and Harry F 
Byrd Jr., offspring of the 
Virginia Senato1 
Wheels, Not Backs. 
rayon-making 


“Hanna company,” 


20.7% of its 


held 


board sat 


influential 


Unlike 
rivals as 


ucn 
American 
Viscose, Celanese and Beaunit, In- 
dustrial Rayon relatively little 
affected by the vagaries of the cloth- 
ing industry. Most of its output ended 
up on wheels, not on people's backs 
Two thirds of its 130-million pound 
rayon capacity was designed to pro- 
duce 


Was 


tire yarn filament for sale to 


*Industrial Rayon Corp. Traded NYSE. Cur 
rent price: 23. Price range (1958): high, 24',4 
low, 14. Dividend (1957) : $1.75. Indicated 1958 
yayout: none. Earnings per share (1957): 65« 
otal assets: $79.8 million. Ticker mbol 
ILR 





INDUSTRIAL RAYON’S KLINE: 
gloom was strangely absent 


nearby Akron tiremakers and ulti- 
mately to Detroit automakers. 

But though Industrial Rayon’s 
admirers failed to realize it, the com- 
pany was riding for a fall. A dan- 
gerous rival was fast coming up: 
nylon tire cord. Nylon, it was true, 
was more expensive than conven- 
tional rayon tire yarn but it was also 
stronger and longer-lasting. Nylon 
began making inroads, especially in 
the field of truck tires and premium- 
priced auto tires. 

Produced by El. du Pont de 
Nemours & Co. and Chemstrand (a 
joint venture of Monsanto Chemical 
and American Viscose), nylon tire 
yarn first hit the market hard in 1952, 
when 8 million pounds of the fiber 
were sold. In the auto boom of 1955, 
that kind of output made only negli- 
gible inroads on Industrial Rayon 
with its capacity to produce some 87 
million pounds of tire yarn annually. 


But by 1956 nylon had grabbed off 64 
million pounds worth of business or 
16% of a market at a time the market 
itself was shrinking. By failing to 
recognize the nylon menace in time, 
long-prosperous Industrial Rayon had 
lost its pride of place in the tire yarn 
business. 

Feeling the Pressure. The pressure 
of competition began to take its toll. 
In 1956, ILR’s net per share fell to 
$2.45, less than half the 1955 rate. 
Last year, its net collapsed to 65c a 
share, lowest since 1938. Late in the 
year President Hayden B. Kline and 
his co-directors slashed the dividend 
from a longstanding quarterly 75c to 
25c. Volume for all 1957 was 30°; 
below the alltime peak of $83.7 mil- 
lion of 1955. 

But it was in 1958 that the bottom 
really fell out for Industrial Rayon. 
By now, nylon had 25% of the market 
and the market itself had shrunk 
28%. Marring a record for prof- 
itability that not even the Great De- 
pression had broken, Industrial Ray- 
on slipped deeply into the red, losing 
$2.4 million in the first nine months. 
In the normally prosperous June 
quarter, company sales dropped to 
$10.2 million, or less than half the 
rate of 1955. 

It all added up to a jolting come- 
down for the textile industry’s lone 
blue chip, a comedown of which 
Wall Street took due note. From a 
1955 high of 58%4, ILR common 
dropped to 13% by the end of last 
year, has since worked back only to 
around 24. 

No Time for Gloom. Obviously, no 
matter what happened in the fourth 
quarter, there was scant hope of any 
kind of a profit for the full year, and 
Industrial Rayon has paid no com- 
mon dividend since last November. 


PRODUCING TYREX TIRE YARN AT INDUSTRIAL RAYON PLANT: 
. on the way to Chevrolet 


44 





DANGER SIGNAL 


Ever since 1931, Industrial Rayon Corp. 
has boasted an unbroken string of divi- 
dends. But for sharp-eyed investors, a 
danger signal has been evident for 
some time: the downtrend in the com- 
pany’s earnings, continuous since 1950 
(except for 1955). Finally this year, 
deficit-ridden IR was forced to cut out 
its dividend entirely 





Per Share Earnings 


No Dividends 
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But strangely enough, there was re- 
markably little gloom around Presi- 
dent Kline’s office last month. 

Having taken his lumps all at once, 
Kline figured the company was in 
good shape for a comeback. Joining 
with Beaunit Mills, American Enka, 
American Viscose and Courtaulds 
(Canada) Ltd., Industrial Rayon has 
become a partner in a new process 
known as Tyrex. Tyrex, a substan- 
tially improved cellulose filament, 
still undersells nylon, yet has many 
of its advantages. Says Kline: “We 
believe the trend toward the use of 
nylon in tires has been stopped.” 
Kline has reason to be confident. 
General Motors has definitely se- 
lected Tyrex as original equipment 
for its best-selling Chevrolet. 

Besides Tyrex, Kline had several 
other strings to his bow. Although 
he has avoided getting into nylon for 
tires, Kline has put ILR into manu- 
facturing nylon for carpets. This part 
of his business, though small (about 
10 million pounds), has been boom- 
ing. Another promising venture: a 
joint $10-million project with Spen- 
cer Chemical to build a plant for 
making caprolactam, basic raw ma- 
terial for nylon. 

Balance Sheet Buffer. But perhaps 
the strongest thing about ILR was its 
balance sheet. As of its latest re- 
port, Industrial Rayon boasted work- 
ing capital of $21 a share and cash 
alone of almost $11 a share. It had 
not one cent of debt. Whether Tyrex 
alone would turn the trick for hard- 
pressed, ex-chemist Kline was cer- 
tainly an open question last month, 
but there was no doubt President 
Kline had every intention—and every 
chance—of restoring Industrial Ray- 
on to its blue chip status. But, for 
his stockholders, 1958 probably will 
prove chiefly memorable as the year 
in which their blue chip took a bath 
in red ink. 
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Investment funds...trust funds...pension plans...corporate funds... all ‘‘carry their weight’ in earnings at Lincoln Savings 
where the CURRENT ANNUAL RATE IS 4%, and EACH ACCOUNT IS INSURED TO $10,000 by an agency of the U.S. Government 
Knowledgeable investors have discovered that Lincoln is the logical place for funds that must be both SAFE and AVAILAE 
Weigh this evidence: since 1925, when Lincoln opened, the same sound financial management has guided the Assos 

to its present status. Today, Lincoln has over $80,000,000 in assets; a 33 year record of uninterrupted interest paymer 
Ask us about insuring the safety of funds greatly in excess of $10,000 by using our adaptable investment plans. Our ex; 


enced investment staff stands ready to show you how Y 
our ‘investment certificates and passbook accounts ws LINC OQ] N S \ | INGS 
can fit every investment need. Write us toda 
—s ” ites AND LOAN ASSOCIATION 
628 WEST SIXTH STREET * LOS ANGELES 17, CALIFORNIA 


FUNDS 
THAT 

CARRY 
THEIR 


"> WEIGHT 
> 


“. RENT as SRSA 9d. 2 FPS OF Te 208 EEN ee: 


a Se ee clean, om te amills. et allie a. etl. 


Current Annual Rate: 4% Save-by-mail from anywhere in the world. OP SN 
Lincoln pays the postage both ways. Back account 

insured to $10,000, by an agency of the U.S. Government. 

Accounts opened by the tenth of any month earn from the first. 
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These Quaint French-Canadian Names, Forming Base of 
“Golden Triangle”, Spell Out Ground-Floor Profit Opportunity in 
St. Lawrence Seaway Land Development Boom. 


In addition to the obvious expansion in 
transport and power, the St. Lawrence Sea- 
way has opened still another area for 
economic growth—the development of in- 
dustrial and commercial sites along the 
Seaway route. Nowhere is this more evident 
than on the South Shore of the St. Lawrence 
in the vicinity of Montreal, Canada’s Metrop- 
olis. Already, three major plant relocation 
programs, involving capital expenditures of 
fifty million dollars, have been announced 
for the “Golden Triangle” area. More heavy 
industry is moving in. Light industry, shop- 
ping and housing developments will in- 
evitably follow. 

Because of its tremendous growth poten- 
tial, Seaway-adjacent land is attracting more 
and more investment capital, thus driving 
prices upward. However, thanks to the World 
Crossways Plan, it is possible for the in- 
vestor with limited capital to get in on the 
ground floor. If you are prepared to invest 
even less than the amount you would pay for 
a@ new automobile, you can have a share in 
the continent’s newest and most promising land 
boom. 


Please Print Clearly b 


WORLD 


CROSSWAYS CORP. 
MONTREAL, CANADA 


ee heen | 


THE WORLD CROSSWAYS PLAN 


@ You may purchase one or several parcels 
of Seaway-adjacent land, in the booming 
“Golden Triangle”’, at prices that still amount 
to only pennies per square foot. 

@ You get a clear title to the land you buy, 
certified by registered notarial deed, at no 
additional cost to you. 

@ Regular bulletins will keep you posted 
about industrial and commercial develop- 
ments in the area so that you may be in- 
telligently informed about your investment. 

e@ If you wish, you may list your land 
holdings with us for resale, at the price you 
set. We handle the complete transaction at 
regular brokerage fees. 

@ Taxes are remarkably low—less than 
$15 per acre per annum. 

Land is reserved on a first come, first 
served basis, so get the full facts without 
delay. Send for our brochure, “‘The Golden 
Triangle” which tells how you may par- 
ticipate in Seaway land growth. There is 
no cost, no obligation. Fill in and mail 
the coupon today. 


WORLD CROSSWAYS CORP., 
247 Dunbar Ave., 
Montreal 16, Que., Canada 


Gentlemen: Withou? obligation or charge, please 
forward to me your brochure, “The Golden Triangle”. 
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A FLOOR BUT NO CEILING 


It takes a bit more sophistication to trade in convert- 
ible debentures than in ordinary common stocks. 
They have their advantages, though, for the inves- 
tor willing to take the trouble to dope them out, 


“THE BEST way I can describe a con- 
vertible debenture,” one Wall Street 
dealer in these two-edged securities 
likes to say, “is that they have a floor 
but no ceiling.” Being a bond with a 
maturity date, a regular interest cou- 
pon and a lien on corporate assets, 
convertibles can always be expected 
to bring a price for their yield even if 
the conversion privilege should turn 
out to be worthless. Hence the “floor.” 

But most bonds have a ceiling: 
rarely will they sell much above the 
face value of the bond. Not so con- 
vertibles. They can rise as far and as 
fast as the price of the common stock 
into which they are convertible. 

Big Moneymakers. Recent history has 
been full of alluring examples of just 
how profitable an investment in con- 
vertibles can be. Among 1958’s star 
performers have been the Brunswick- 
Balke-Collender 434s, which zoomed 
from 110 to 188. Another: Bethlehem 
Steel 344s, up from 112 to 173. 

But what happens to convertibles 
when the market begins to slide? That 
depends on many factors, but in most 
cases, they will stay a good deal 
steadier than the common into which 
they are convertible. Among the more 
speculative convertibles, Textron 5s 
of 1970 were a recent example. When 
the market broke last year, Textron 
common dropped from 21% to 10. In 
dropping, the stock reduced the value 
in conversion of the convertible de- 
bentures from a $5 discount to a $20 
premium. But the convertibles didn’t 
drop that far. Reason: at $60, the 
Textron convertibles yielded 8% as 
bonds, were worth holding at that 


BETHLEHEM’S HOMER: 
last fall’s drop, this year’s boom 
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price for the interest and expectation 
of eventual repayment. 

Watch Your Step. Convertibles, to 
be sure, have their own pitfalls. Be- 
cause they tend to sell close to their 
conversion value, convertibles often 
rise to a point where they sell far 
above their value as mere bonds. This 
is an element of risk. Dow Chemical 
3s recently sold at 1485s, for exam- 
ple, yielding barely 27. Bethlehem 
Steel 3%s quoted at 159%, 
also to yield 2',. It is probable that 
in a bear market, such converti- 
bles would steady somewhere close 
to par or at worst in the 90s on their 
straight investment value. But by then 
the holder would have taken a severe 
paper loss. 


were 


Then, too, convertibles are rarely 
high grade bonds in their own rights. 
A debenture is simply a promise to 
pay. It is not a direct mortgage on 
property. As such the convertibles 
may well be subordinated to other 
bonds and bank loans in case of bank- 
ruptecy. This may seem a far fetched 
worry under present circumstances. 
Yet many a railroad debenture and 
subordinate lien became worthless or 
near-worthless during the Thirties 
because other issues had prior claim 
on the road’s shrunken assets 

Low Interest. How about income? 
Generally speaking, convertible de- 
bentures do not pay as the 
same number of dollars invested in 
common stock—especially when the 
bond is selling well par 

Atlantic Refining common, for ex- 
ample, yielded 4.7‘, at recent market, 
while the company’s convertibles 
yielded just 4.2°,. There many 
exceptions, of course, especially where 
the common pays only a token divi- 
dend. But, by and large, convertibles 
can be expected to yield less than 
common stocks 

There are other things to watch 
out for, too. In last fall’s market break 
the convertible 3'%4s issued by Arthur 
P. Homer’s Bethlehem Steel Corp 
dropped further and faster than Bessie 
common (see chart). Reason: their 
conversion requires a payment of cash 
as well as exchange of bonds, a pro- 
vision which actually makes the con- 
vertibles the equivalent of a leveraged 
commitment in the company’s com- 
mon. Nor do all convertibles have an 
equally safe “floor.” Whereas Scott 
Paper 3s never dropped below 88 and 


well as 


above 


are 


Indiana Standard 3s held at 95%, 
more speculative convertibles often 
fell way below par. Example: Burl- 
ington Industries 4%s, which fell as 
low as 65 last year. 

Calls & Leverage. Another potential 
pitfall: call provisions. Many con- 
vertible debentures can be called for 
redemption at the option of manage- 
ment. This, of course, cannot cheat 
the holder out of the conversion value 
of his bond. But it can force him to 
convert into common stock at a time 
when he does not want to the 
common stock. 

Obviously, then, the investor must 
know what he is getting into when he 
buys convertible debentures. Espe- 
cially is this so since many investors 
use convertibles not only as a means 
of limiting their potential losses but 
as a way to get extra leverage on the 
upside Solomon Litt, partner in the 
80-year-old bond house of Asiel & 
Co., explains how’ this works. “Banks 
are bound by Federal Reserve regu- 
lations on margin 
common stocks,” 


own 


requirements fo: 
says he, “but they 





UPS AND DOWNS 4 
OF CONVERTIBLES 


A relatively speculative conver- 
tible: Textron 5's were hard hit in last 
year’s market break, but not nearly so 
much so as Textron common 
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A high-grade convertible: Dow 3's 
held very well, dropping only a fraction 
as much as the common. 


100° DOW CHEMICAL 9's 
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A different kind of high-grade 
convertible: Bethlehem Steel's 3'4's 
actually dropped further than the com 
mon, has failed to rally as well 
Reason: the leverage inherent in the 
conversion terms. 
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will loan up to 75% -80% on convert- 
ible debentures. That means a fellow 
with, say, $5,000 can take on maybe 
$25,000 worth of an issue if he buys 
convertibles whereas he’d be limited 
to $5,500 worth in common stocks.” 

Neither Stocks Nor Bonds. All in all, 
convertible debentures are neither 


quite the same as common stocks nor 
quite the same as bonds. They are 
an investment medium in their own 
right, with some of the features of 
bonds, some of common stocks. 

They can be summed up as B-rated 
bonds which sell at a premium over 
their investment worth because they 


carry with them a call on the com- 
mon stock. And, as one Wall Street 
dealer in convertibles likes to point 
out: “The premium you pay for the 
call in the convertibles is usually a 
good deal less than you’d have to pay 
if you went out and bought an option 
on the put & call market.” 





Moody's 


Ratings issue 


Abitibi Power & Paper 

ev. Ser. A 4s, 9/15/66* 
Allegheny Ludlum Steel 

cv. sub. 4s, 10/1/81 
Amer. Machine & Foundry 

ev. sub. 5s, 2/1/77 
Amer. Petrofina 

ev. sub. 5's, 1/1/73 
Amer. Tel. & Tel. 

ev. 4%4s, 3/12/73 
Atlantic Refining 

ev. sub. 4%s, 8/15/87 
Bethlehem Steel Corp. 

ev. 3'4s, 5/1/80 
Boeing Airplane 

ev. sub. 414s, 7/1/80 
Brunswick-Balke-Collender 

ev. sub. 4%s, 4/1/73 
Burlington Industries 

ev. sub. 4%4s, 10/1/75 
Burroughs Corp. 

cv. sub. 4s, 12/1/81 
Canadian Pacific Railway 

ev. coll. 34s, 10/1/66* 
Canadian Pacific Railway 

ev coll. 4s, 12/1/69* 
Carrier Corp. 

cv. sub. 4's, 2/1/82 
Celotex Corp. 

cv. sub. 4%s, 5/1/76 
Chance Vought Aircraft 

ev. sub. 5's, 7/1/77 
Colorado Fuel & Iron 

ev. 4%s, 1/31/77 
Combustion Engineering 

cv. sub. 339s, 6/15/81 
Consumers Power 

ev. 45s, 11/1/72 
Daystrom 

ev. sub. 434s, 3/1/77 
Detroit Edison 

cv. 3%s, 9/14/71 
Douglas Aircraft 

ev. sub. 4s, 2/1/77 
Dow Chemical 

ev. sub. 3s, 7/1/82 
Dresser Industries 

ev. sub. 4¥%s, 3/1/77 
El Paso Natural Gas 

ev. 5%s, 9/1/77 
Fairbanks, Morse 

ev. sub. 5%s, 6/1/72 
Fruehauf Trailer 

ev. sub. 4s, 3/1/76 
Gardner-Denver 

ev. sub, 4%4s, 10/1/76 
Garrett Corp. 

ev. sub. 4%s, 9/15/78 
General Amer. Trans. 

cv. sub. 4s, 5/1/81 
General Portland Cement 

cv. sub. 5s, 10/1/77 
General Telephone 

ev. 4s, 5/1/71 


Source: Goldman, Sachs & Co. 





Size of 
Issue 
(000) 


$ 15,000 
16,201 
12,653 

6,950 
70,249 
100,000 
29,386 
30,598 
8,592 
30,000 
29,890 
27,421 
34,306 
18,000 
10,000 
12,491 
19,876 
14,998 
34,472 
7,783 
58,834 
27,900 
51,452 
19,995 
60,000 
14,627 
27,317 
9,499 
10,000 
23,262 
15,000 


50,254 


Call 
Price 


10312 to 9/59 
103.67 to 9/59 


104%4 to 1/59; 
10412 to 1/60 
110 


after 3/12/60 
at 108 to 3/61 
10414 to 8/59 


102'4 to 5/59 
105'2 to 7/59 


10434 to 3/59; 
10438 to 3/60 
102.97 to 10/59 


10436 to 11/58; 
104'4 to 11/59 
1012 to 9/59 


10212 to 12/59 


105.23 to 2/59; 
104.95 to 2/60 
10434 to 4/59; 
104'2 to 4/60 
104.95 to 7/59 


105 to 1/59; 
104%4 to 1/60 
103.10 to 6/59 


after 11 
105‘ to 10/59 
10458 to 2/59; 
10412 to 2/60 


after 3/14/59 at 


103 to 9/59 

105% to 1/59; 
104% to 1/60 
103% to 7/60 


104’ to 2/60 
104.95 to 9/59 
105 to 5/59 
105'4 to 2/59; 
105 to 2/60 
105 to 9/59 
105 to 9/59 
103% to 4/59; 
103% to 4/60 
104% to 10/59 


103.43 to 4/59; 
103.15 to 4/60 


THE CONVERTIBLES 


1/58 at 





Conversion Terms: 
shares of common 
per $100 of bonds 


2.2 shares to 9/15/60; various prices 
thereafter 
1.82 


2.61 to 2/1/67; 2.31 thereafter 


8 class A shares to 1/1/63; 
prices thereafter 

bond plus $42 cash into 1 share to 
[3/11/70] expiration 

1.89 to 8/15/62; various prices there- 
after 

bond plus $45 cash into 4 shares to 
5/1/59; various prices to 5/1/65 

2 


various 


2.44 

5.56 for first $10 mill.; remainder vari- 
ous prices to [10/1/65] expiration 

2.57 

2.90 to [4/1/ 59] expiration 

3 to [6/1/60] expiration 

1.6 to [2/1/67] expiration 

2.16 

2.5 to [7/1/67] expiration 

3.33 to 1/30/67; 2.86 thereafter 

3.33 

2.13 

3 

3.25 to [4/1/71] expiration 

1.08 

2.26 to 


after 
1.82 to 


7/1/62; various prices there- 

[3/1/67] expiration 

2.86 to [8/31/67] expiration 

2 to 6/1/62; various prices thereafter 

3.81 

2.69 to 10/1/66; 2.57 thereafter 

2.17 to [9/15/68] expiration 

1.33 to 5/1/61; various prices there- 
after to [5/1/71] expiration 

1.74 to [10/1/67] expiration 


2.09 to 4/30/61; various prices there- 
after 


These are the large outstanding issues of convertible bonds. 


Recent 
Bond 
Price 


101 
110% 
134 


100 


139 


108 


% 
Yield 


4.46 
3.62 
3.73 


5.50 


3.60 


3.70 


Conversion 
Value of 
$100 in 


bonds Premiumt 


$ 79.20 $21.80 


81.22 
130.50 
79.00 
152.38 
77.02 
160.00 
110.50 
179.65 
82.01 
96.05 
83.74 
86.63 
63.60 
69.39 
130.31 
73.68 
93.24 
118.22 
105.00 
130.00 
61.56 
150.86 
73.26 
96.53 
70.00 
60.49 
126.77 
87.07 
131.01 
140.51 


108.68 


*Interest and principal payable in Canadian funds only. ‘Difference between bond price and its current value if converted into common. 


29.28 


3.50 
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Moody's 


Ratings Issue 


Ba General Telephone 
ev. 4s, 6/1/77 
Ba W. R. Grace 
ev. sub. 3%s, 5/15/75 
Grand Union 
ev. sub. 4%s, 7/15/78 
1-T-E Circuit Breaker 
cv. sub. 44s, 4/1/82 
Int. Minerals & Chemical 
ev. sub. 3.65s, 7/1/77 
Int. Tel. & Tel. 
ev. sub. 4%s, 5/15/83 
Libby, McNeill & Libby 
ev. S.F. 5s, 12/15/76 
Loblaw Groceterias 


Lockheed Aircroft 
ev. sub. 3.75s, 5/1/80 
M. Lowenstein & Sons 
ev. sub. 43s, 2/1/81 
R. H. Mocy 
ev. sub. 5s, 2/1/77 
J. Ray McDermott 
ev. sub. 5s, 8/1/72 
Merritt-Chapman & Scott 
ev. sub. 41s, 7/1/75 
Montano-Dakota Utilities 
cv. 4%s, 6/1/77 
National Cash Register 
cv. sub. 42s, 12/15/81 
National Cylinder Gas} 
ev. sub. 5%s, 9/1/77 
National Tea 
cv. sub. 34s, 11/1/80 
Niagara Mohawk Power 
ev. 45¢s, 2/1/72 
Northrop Aircraft 
ev. sub. 4s, 12/1/75 
Olin Mathieson 
cv. sub. 5%s, 11/15/82 
Olin Mathieson 
cv. sub. 542s, 3/1/83 
Phillips Petroleum 
ev. sub. 4'4s, 2/15/87 
Potomac Electric Power 
ev. 3%s, 5/1/73 
Radio Corp. of America 
ev. sub. 312s, 12/1/80 
Richfield Oil 
cv. sub. 439s, 4/15/83 
Rohr Aircraft 
ev. sub. 5'as, 1/1/77 
Royal McBee 
ev. sub. 6'4s, 12/1/77 
St. Lovis-San Francisco Ry. 
cv. inc. 4s, 2022 
Scott Paper 
ev. 3s, 3/1/71 
Shamrock Oil & Gas Corp 
ev. 5\as, 10/1/82 
Shawinigan Water & Power 
ev. S.F., 54s, 10/15/72* 
Sinclair Oil 
ev. sub. 43¢s, 12/1/86 
Standard Oil (Ind.) 
ev. 3%s, 10/1/82 
Sylvania Electric 
ev. sub. 4's, 3/1/83 
Textron Americon** 
ev. sub. 5s, 1/1/71 
Thompson Products 
cv. sub. 4%s, 8/1/82 
Ba Universal Match 
cv. sub. 5s, 8/1/76 
Ba Vanadium Corp of Amer. 
ev. sub. 44s, 9/1/76 
Wheeling Steel 
ev. 334s, 11/15/75 


Bao 


+tNow Chemetron Corp. 





Size of 
Issue 
(000) 


$44,008 


29,858 
10,427 

9,568 
18,111 
28,661 
10,468 


11,280 


S.F. ev. Ser. D, 434s, 10/1/76* 


28,103 
40,000 
12,276 
20,292 
22,894 
10,000 
28,100 
17,500 
14,900 
46,212 
8,274 
60,000 
40,000 
171,586 
19,700 
99,995 
50,000 
7,492 
7,675 
26,663 
98,685 
17,500 
20,000 
167,195 
14,663 
20,000 
20,000 
19,730 
6,500 
10,000 


17,757 


*Interest and principal payable in Canadian funds only 
**Now Textron Inc. 


Call 
Price 


105'4 to 5/59 
103% to 5/59 
104 to 7/59 


104 to 4/59; 
103% to 4/60 
102% to 7/60 


after 5/15/60 at 
104% to 5/61 
10412 to 12/58; 
104'4 to 12/59 
104'4 to 10/59 


10258 to 4/59; 
102‘ to 4/60 
10358 to 1/59: 
103'% to 1/60 
10434 to 1/59; 
104'2 to 1/60 
after 8/1/59 at 
105 to 7/61 
102'8 to 6/59 


105.58 to 5/59 
105 to 12/61 
104% to 9/59 
105 to 10/59 


104.64 to 1/59; 
104.28 to 1/60 
103.1 to 11/58; 
102.9 to 11/59 
10512 to 11/60 


105'2 to 3/61 
104'4 to 2/62 


after 4/30/59 at 
104'2 to 5/60 
105'4 to 11/58; 
105 to 11/59 
10412 to 4/59 
104'4 to 4/60 
104.98 to 12/58; 
104.46 to 12/60 
after 12/1/59 at 
106 to 12/60 
100 


102.60 to 2/59; 
102.40 to 2/60 
105.03 to 9/59 
105.10 to 10/59 
104'4 to 12/59 
102'2 to 10/62 
105 to 3/59; 
10434 to 3/60 
102 to 12/58; 
1012 to 12/59 
10458 to 7/59 
103 to 8/61 
10334 to 8/59 


103'4 to 11/59 


Conversion Terms: 
shares of common 
per $100 of bonds 


2.17 to 5/31/62; various prices there- 
after 

1.9 to 5/14/65; various prices there- 
ofter 

2.17 to |7/15/68)| expiration 


2.55 to 4/1/67; 2.27 thereafter 


1.82 to 12/31/62; 1.67 thereofter to 
[12/31/67| expiration 

2.7 to 5/15/68; various prices there- 
after 

6.76 to 12/15/66; various prices there- 
after 

4.5 class A shares of Loblaw Com- 
ponies Ltd. to 10/1/60; 
prices thereofter to 10/1/66 

2.06 to |4/30/65| expiration 


various 


3.49 for first $13,334,000; remoinder 
at various prices to 2/1/66 
3.13 


1.43 to |8/1/67| expiration 
3.86 to 7/1/60; 3.54 thereofter 
3.70 to |5/31/67| expiration 


1.85 to 12/15/66; various prices there 
ofter 

2.44 to |9/1/67)| expiration 

1.90 to 14/1/59; various prices there- 
after to [11 

3.15 


1/65| expiration 


3.67 
2 to 11/15/72; 1.82 thereafter 


2 to 3/1/73; 1.82 thereafter 


2 to 2/15/67; various prices thereafter 


Not now convertible; beginning 4/1/59 
into 4 shares 


2 


1.43 to 4/15/68; various prices there- 
after 
3.57 


3.85 to 12/1/67 
after 


2.5 


vorious prices there- 


1.30 
2.78 


3.7 to 10/15/59; various prices there 
ofter to |10/15/64| expirction 

1.54 to 12/1/61; vorious prices there- 
ofter 

2.17 to [10/1/62] expiration 


2.42 


4.01 to 12/31/59; various prices there- 
after 

1.33 to 8/1/62; 1.25 
{8/1/67| expiration 

3.15 to 8/1/61 
after 


1.90 


thereafter to 


vorious prices there 


bond plus $15 cash into 2 shares to 
11/15/59; vorious prices to 11/15/67 


115 


99 


104 


° 
° 


Yield 


3.96 
3.59 
3.35 
3.72 
4.06 
3.50 
4.44 


3.37 


3.38 
5.61 


4.18 


5.26 
6.25 
2.94 
4.45 
4.74 
3.88 
2.79 
3.84 
5.75 
4.18 
4.35 
4.29 


3.61 


Conversion 


Value of 
$100 in 
bonds 


$112.84 
85.26 
111.48 
104.87 
53.24 
137.70 
83.66 


145.13 


111.24 
54.97 
117.38 
63.64 
65.62 
98.05 
133.89 
82.96 
108.06 
116.16 
100.47 
76.50 
76.50 


89.00 


76.75 
124.77 
114.24 
88.07 
49.69 
89.05 
108.77 
115.16 
94.13 
104.16 
111.32 
73.18 
78.14 
117.34 
71.25 


88.25 


Difference between bond price and its current value if converted into common 


Premium 


$ 0.79 


12.24 


11.52 


9.38 
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AIRLINES 


DESTINATION 
UNKNOWN 


Pan Am’s Juan Trippe is 

flying high with his new jets, 

but his stockholders are still 
very much up in the air. 


At New York City’s Idlewild Airport 
one evening last month, Pan Ameri- 
can World Airways’* Boeing 707 jet- 
liner blasted off the runway toward 
Paris, the first U.S. jet transport to 
enter airline service. “At this very 
moment,” proclaimed Pan Am’s Presi- 
dent Juan T. Trippe in newspaper ads, 
“Pan Am’s Clippers are streaking 
across the Atlantic to Europe at close 
to the speed of sound.” Added he in 
his usual apocalyptic style: “They are 
casting a long shadow before them.” 

Trippe was thinking of a shadow 
cast on the pages of history. But in 
more mundane fashion the jets, as 
Trippe well knew, were casting a long 
shadow on the pages of his balance 
sheet as well. Trippe, who ordered 
the first U.S.-built jets three years 
ago, thereby touched off a frenzied 
buying spree by airlines everywhere. 
He himseli was pledged to spend $280 
million on 22 707s and 25 Douglas 
DC-8s threug) 1961. Pan American’s 
cominitment added up to approxi- 
mately five and one half times its 
annua! operating income. 

A Trip to the Bank. Last month, for 
the first time, Trippe revealed Pan 


*Pan American World Airways. Traded 
NYSE. Current price: 2034. Price range (1958) 
high, 223%; low, 1234. Dividend (1957): 80c. 
Indicated 1958 payout: 80c. Earnings per 
share (1957): $1.35, including capital gains. 
Total assets: $296 million. Ticker symbol: PN. 


PAN AMERICAN’S TRIPPE: 
an early order 


50 


z SGA. 
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INAUGURATION OF TRANSATLANTIC PAN AM JET SERVICE: 


Am’s grand design for paying this big 
bill. Pan American, Trippe an- 
nounced, had arranged a_ revolving 
credit with 39 banks for $130 mil- 
lion to be taken down during the 
next three years. Previously, Trippe 
had borrowed $90 million. The re- 
maining $60 million would come from 
internally generated funds, primarily 
depreciation charges on the costly 
new jets. As befits the world’s larg- 
est airline, Pan American’s financing 
arrangement was the biggest ever 
undertaken by a domestic aerial car- 
rier. 

The big question for Trippe’s 32,- 
500 stockholders, of course, was what 
all this would do to earnings. Given 
a backlog of some 5,000 reservations, 
Trippe has lately been flying his three 
currently operating jets at very near 
100° of capacity on the North Atlan- 
tic run. 

This is a profitable rate indeed. 
But at present Pan Am has only one 
jet competitor, British Overseas Air- 
ways Corp., which has put Comet IVs 
into service. In 1959, as other inter- 
national carriers receive jets, this 
semi-monopoly on speed will be lost. 

The Prognosticator. At least one 
Wall Streeter who follows the air- 
lines, John H. Lewis of the brokerage 
firm that bears his name, has gone out 
on a limb trying to size up Pan 
American's future earnings. 

Lewis figures that Trippe will be 
able to reverse his 27c per share first- 
half deficit and bring in earnings of 
some 30c per share for this full year 
(excluding capital gains). In 1959, 
he estimates, Pan American will 
sharply increase its operating profits 
to $1.55 per share—about in line with 
1956’s record operating net. “After 
that,” adds Lewis, “what with the de- 
preciation charges on the jets, we 
don’t think things will get much bet- 
ter for the next five years.” 

Such prognostications, however, 
could easily be upset—and for the 
worst.- For example, the members of 
the powerful International Air Trans- 


on the balance sheet, a long shadow 


port Association are currently bick- 
ering among themselves over jet 
fares. Many smaller airlines are 
pressing for higher ticketing on the 
jets, a move that could cut into 
Trippe’s passenger load. Pan Ameri- 
can has already dropped plans to fly 
into Rome because of a hassle over 
a jet surcharge designed to protect 
Alitalia, the piston-powered Italian 
airline. The government of India has 
taken a similar stand. And, as might 
be expected, the U.S.’ second-ranking 
international carrier, Trans World 
Airlines, which will not get jets until 
next year, is solidly in favor of jack- 
ing up jet fares. 

Up in the Air. Last, but by no 
means least, Trippe has yet to de- 
termine exactly how expensive jet 
operations will be. “This,” said one 
Pan Am executive, “is going to take 
a couple of months or more to dope 
out. Right now it’s just too early to 
tell.” Despite Trippe’s sense of his- 
torical elation, Pan American’s stock- 
holders remained very much up in 
the air. 


NATIONAL’S BAKER: 
an early take-off 
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AIRLINES 


TOGETHERNESS 


Thanks to Juan Trippe’s 

helping hand, National Air- 

lines will get jets into the air 
a year ahead of time. 


Ir HAs been the great frustration of 
George T. (“Ted”) Baker’s life that | 
he seems destined to rank a perma- 
nent second to Eddie Rickenbacker’s 
giant Eastern Air Lines in moving 
passengers back and forth between 
New York and Miami, the most lu- 
crative aerial route in the world. 
Baker’s middle-sized National Air- 
lines,* based in Miami, has had to 
fight fiercely merely to hold its own 
in a worsening competitive situation. 
In 1957, to make matters worse, the 
Civil Aeronautics Board brought still 
another carrier, Northeast Airlines, | 
onto the route, made Baker’s lot even 
less a happy one. 

Jet Take-off. Last fortnight, for a 
change, National’s Baker got a chance 
to score an important first over Rick- 
enbacker. The CAB gave its approval 
to a plan by Baker and Pan American | 
World Airways’ Juan Trippe to swap 
stock, lease jets from each other 
during periods of peak traffic. This 
will give a real boost to Baker during 
the coming winter season. Although 
he had not been the first domestic 
operator to order jets, Baker will now 
be the first to fly them. National's 
borrowed Boeing 707 jetliners will 
compete with the turboprops being 
introduced by both Eastern and 
Northeast. Using the jets, National 
can knock an hour and a half off its | 
flying time on the bountiful New | 
York-Miami run. Says Baker: “We 
expect to bring in substantial profit. | 
That’s why we're in business—to 
make money.” 

However well-defined Ted Baker’s | 
intentions, he hasn’t been making | 
very much money lately. Last year | 
just about everything went wrong: 
increased competition from North- | 
east, a month-long strike late in 1957 | 
and unseasonably cold winter weather 
in Florida. Thus, when Baker re- 
ported on his 1958 fiscal year (ended 
last June 30), he had to tell his 2,800 
stockholders that National had lost | 
$1.3 million before taxes. It was the 
airline’s first deficit since 1948. 

Foot in the Door. The jet exchange 
deal, if a windfall from Baker’s point 
of view, may ultimately prove equally 
valuable to Pan American’s Juan 


*National Airlines. Traded NYSE. Current 
rice: 1914. Price range (1958): high, 2034; | 
iow, 141%%. Dividend (1958): 50c plus 712% 
stock. Indicated 1958 payout: 1214% stock. 
Earnings per share (1958) : d54c. Total assets: 
$57.8 million. Ticker symbol: NAL. | 
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If you're seeking a western plant site where 


there's efficient, dependable freight and pas- 


senger rail transportation— 


plus additional advantages favorable to pro- 
duction, distribution, warehousing, or other 


purposes— 


we suggest you see or phone your nearest U.P. 


representative or contact us direct. 


Map shows the vast 
western area served 
by Union Pacific. 
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INDUSTRIAL 
DEVELOPMENT 
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Kactroad 
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Trippe. Although National will not 
have jets available to exchange until 
early 1960, the deal will make for 
fuller utilization of Pan Am equip- 
ment and maintenance facilities. 

In payment on the jet leases, Pan 
American could wind up owning some 
26% of National’s stock, while Na- 
tional would acquire 6% of Pan Am 
common. That doesn’t necessarily 
spell merger. The CAB, disinclined to 
allow a merger, has in fact reserved 
the right to police the stock swap. But 
Juan Trippe, who has long sought a 
domestic route in vain, appeared to 
have a foot in the door. 


MACHINERY 
MODEST HOOSIER 


Big and thriving Cummins 
Engine likes to affect a mod- 
est, small-town air. 


“WE are really small businessmen and 
we think of ourselves humbly,” Rob- 
ert E. Huthsteiner likes to tell visitors. 
But Bob Huthsteiner’s modesty is 
slightly deceptive. From his head- 
quarters in small-townish Columbus, 
Ind. (pop. 20,000), Huthsteiner runs 


— BS SSeS 


KEY TO THE 
DIRECTION OF 
MOVEMENT 


CONTINUED IMPROVEMENT FOR 2 MONTHS OR LONGER 


-m NO SIGNIFICANT CHANGE FROM IMMEDIATELY PRECEDING PERIODS 








THE TOP TEN CITIES Percentage Gain or 
Loss Over Last Year 


ee CONTINUED DECLINE FOR 2 MONTHS OR LONGER. 


DESIGNED BY PICKS. N Y 


Map shows condition in 87 U.S. business areas, each of which is an economic unit where 
changes depend on the same key factors. Shaded areas reflect decline or improvement for a 
two-month period ending the last week of October. 


ZONE INDEXES 








GREATEST GAINS GREATEST LOSSES 


Percentage gain or loss from 
corresponding months last year 





| Jackson, Miss 

; (5) +16% 
| Albuquerque, 

| NMG) 


| Detroit, Mich (10) —8% 
Akron, Ohio (3) 8 
Cleveland, Ohio (9) 8 

| Buffalo, N Y 7 

| Cheyenne, Wyo | Duluth-Superior, 
Montgomery, Ala Minn (2) 
Tampa, Fla (6) on Montana 

| ~ en eae, W Va 

| (3) 

| Grand Rapids, 

| Mich (2) 
Indianapolis, Ind 

9 | Cincinnati, Ohio 


| Amarillo, Texas 
Wilmington, Del 
Kansas City, Mo 
Albany, Ga__ 


Number in parentheses 


| 
indicates how many} 
months city has been continuously in column | 


SEPT. 

—3% 

—l 
—16 


auGcusT 
New England —2% 
Middle Atlantic —2 
Midwest —14 
South 0 
North Central —4 
South Central asl 
Mountain wit 
Pacific nil 











NATIONAL INDEX —4 
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Cummins Engine Co.,* a big and 
thriving enterprise with $63 million in 
assets and $100 million in sales. 

Cummins’ self-effacement, how- 
ever, is not entirely a matter of ac- 
cident. At its big Columbus factory 
and several smaller ones, Cummins 
makes high-speed diesel engines. But 
though the company is far and away 
the biggest manufacturer of truck 
diesel engines in the US., its chief 
product is generally hidden under the 
hood of someone else’s truck or 
machine. 

In its quiet way, Cummins has 
dominated the truck diesel business 
for the past half dozen years. More- 
over, its share has been growing 
rather than shrinking, this year leaped 
from 51% to 58%. Of its major com- 
petitors, GM (down from 32% in 1952 
to 2% of the market) has all but 
thrown in the sponge and only Mack 
Trucks, Inc. (38% of the market) of- 
fers important competition today. 

The Upstart. What accounted for the 
quiet Hoosier’s success? Huthsteiner. 
an MIT man, credits research. “We 
have always led the parade and forced 
the pace in diesel technology.” claims 
he. Another factor in Cummins’ fast 
rise: GM’s reluctance to subject a 
small competitor to all-out competi- 
tion. 

In 1946, Cummins Engine was still 
a put-put with $19-million sales. By 
last year, it had zoomed to $111 mil- 
lion in sales, and profits had roared 
up from 76c to $4.27 per share. Today, 
GM and Mack, though they have their 
own diesel plants, also buy truck en- 
gines from Cummins. 

Watching the Basket. Cummins’ 
formula, as Engineer Huthsteiner sees 
it, is simplicity itself. “We put all our 
eggs in one basket—the diesel—and 
watch the basket.” said he last month 

As a result, in spite of the recession, 
Huthsteiner had reasonably good 
news for Cummins’ 2,400 shareholders 
(three families own two thirds of 
Cummins’ 1.2 million shares). For the 
September quarter, sales were down 
slightly from $24.9 to $24.3 million. 
But Huthsteiner had boosted net from 
39c per share in 1957 to 50c (after a 
12c start-up loss in England) in 1958 

Down—But Not Much. For the nine 
months, however, Cummins showed 
the effects of an industrial recession 
which slowed down its best customers. 
On a sales decline from $83.4 million 
to $78.8 million, per share net had 
fallen from $2.93 to $1.94. But con- 
sidering what happened to most of 
Cummins’ automotive and heavy ma- 
chinery customers, it was a good 


*Cummins Engine Co. Traded over-the- 
counter. Current price: 57. Price range 
(1958): high, 57; low, 3434. Dividend (1957) 
9lc plus 10% stock. Indicated see pays: $1 
Earnings per share (1957): 27. Total 
assets: $62.8 million. 


ForBeES, NOVEMBER 15, 1958 





showing. “For all of 1958,” promised 
Huthsteiner with a touch of pride, 
“net won’t be down more than 20%.” 

But Huthsteiner refuses to draw 
much comfort from the mere fact that 
Cummins was able to soften its fall 
this year. In his plans for the future 
there isn’t much room for declines of 
any kind. “Our 1962 sales goal,” says 
Bob Huthsteiner, forgetting for a mo- 
ment the modesty he usually pro- 
fesses, “is $200 million—a 100°, in- 
crease in just four years.” 


NON-FERROUS METALS 


ONE MORE BASKET 





There was more than imme- 
diately met the eye to Cerro 
de Pasco’s latest acquisition. 


Ever since Chairman Frank Russell 
and President Robert Koenig under- 
took the “realignment” of Cerro de 
Pasco Corp.* in 1956, they have been 
looking for a way to free the Peruvian- 
based miner. of copper, lead and zinc 
of its dependence on wildly fluctuat- 
ing raw metal prices. 

As Russell and Koenig saw it, the 
solution was to get into the more 
profitable fabricating end of the busi- 
ness. In 1956, following up his acqui- 
sition of Circle Wire and Cable a year 
earlier, Koenig bought 


fabricating plant. Then he bought 


Lewin-Mathes, a copper refiner and | 
fabricator big enough to take every | 


pound of Cerro’s copper production. 

Still 
Cerro’s earnings in the first half of 
1958 dropped to 56c a share, down 
from $1.47 during the same period of 
1957. Earnings from the new fabri- 
cating subsidiaries had helped but 
not enough to compensate for low 
metal prices. 


But last month, Koenig tried again. 


In New York he announced that he 
and Chester D. Tripp, president of 
Consolidated Coppermines Corp. (and 
of Chicago’s big Television-Electron- 
ics Fund) were on the verge of merg- 
ing their companies. Under the plan 
they will submit to their boards of 
directors, Cerro will buy all the assets 
of Consolidated Coppermines, which 
presently has a stock market value 
of about $32 million and a book value 
of some $30.4 million. 

The merger will also spread Cerro 
de Pasco’s eggs, formerly concen- 


*Cerro de Pasco. Traded NYSE. Current 
rice: 43. Price range (1958): high, 4434; low, 
434. Dividend (1957): $1.60. Indicated 1958 
payout: 85c plus stock. Earnings per share 
before depletion (1957): $2.76. Total assets 
$200.3 million. Ticker symbol: DP. 
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Fairmount | 
Aluminum, with a 15,000 ton aluminum | 


Fluctuating. It was not enough. 


trated in Peruvian mines, over several 
other baskets. Consolidated, despite 
its somewhat misleading name, actual- 
ly will put Cerro deeper into fabricat- 
ing in the U.S. Early this year, Tripp 
sold off his last remaining copper 
mine to Kennecott Copper for $8.4 
million. He kept, however, Consoli- 
dated’s fabricating companies, Titan 
Metals (brass, bronze and aluminum 
fabricates) and Rockbestos Products 
(wire and cable). 

The Smoothing Touch. As other cop- 
permen saw it, the major object of the 
acquisition was to further help Cerro 
to smooth out its wildly fluctuating 
earnings curve. But that was only 


part of the story. As literary-minded 
Chairman Russell put it: “This acqui- 
sition, like all Gaul, has three parts 
—fabrication, expansion of U.S. hold- 
ings and securities.” Consolidated 
had at the end of last year a portfolio 
diversified between U.S. Government 
securities and mining stocks worth 
around $18 million at current market 
prices. Among its larger holdings: 
$4.4 million U.S. government bonds, 
589,582 shares of Progas of Canada. 
Interest, dividends and profits on the 
sale of securities made up no less than 
30°, of Consolidated’s 1957 net of $1.3 
million. “The portfolio,” smiles Rus- 
sell, “is very attractive to us.” 


HIGHLIGHTS OF OUR 
THIRTY-FIRST YEAR OF SERVICE 


The business on our books at the year’s end was up 1.8%—a new 


hich for the Company, 


but loans made during the past year were 


down 2.1% from the previous year’s all-time high. While revenues 


rose 5.3%, 
previous year’s $2.39. 


net earnings per share were $2.22 compared with the 


By ending the past year with the second highest earnings in the 


history of the Company, 


it has been demonstrated that operations 


can be profitable even in the unusual circumstances of low economy 


coupled with high costs. 
The July 1, 1958, 


dividend was the 118th consecutive quarterly 


dividend paid on common stock. A record which started in 1928. 





OPERATIONS 


Total Loans Made . 
Number of Loans Made 
Average Loan Made 

Notes Receivable at Year End 
Average Loan Balance 
Number of Employees 
Number of Branch Offices 


Revenue 

Operating Expenses 

Taxes on Income 

Net Earnings 

Earnings for Common Stock 
Shares of Common Stock 
Earnings Per Share 
Dividends Paid Per Share 





HIGHLIGHTS 


EARNINGS AND DIVIDENDS 





June 30, 1958 June 30, 1957 
. $188,986,187 
426,657 

$443 
$120,096,644 


$193,013,213 
471,966 

$409 
$117,995,827 
$339 $323 
1,840 1,840 
261 247 


$29,057,275 $27,606,005 
$15,841,076 $14,265,386 
$4,040,000 $4,505,000 
$4,622,692 $4,971,320 
$4,593,864 $4,937,512 
2,068,510 2,065,713 
2.22 $2.39 

$1.60 | $1.50 











Copy of 1958 Annual Report Available on Request 


Write Department F 


FAMILY FINANCE CORPORATION 


201 WEST FOURTEENTH STREET 


WILMINGTON 99, DELAWARE 





APPLYING FLINTKOTE SHEATHING TO NEW HOME: 
also the roof, the foundation and the sewer pipe 


BUILDING MATERIALS 


COMPLETELY 
REMODELED 


Flintkote’s ambitious diversi- 

fication program has yet to 

pay off in earnings per share. 

Vevertheless it bodes well for 
the future. 





THREE YEARS ago, Chairman I. J. Har- 
vey of The Flintkote Co.* came to a 
serious conclusion. Flintkote’s basic 
asphalt roofing shingle business was 
then booming, but Harvey foresaw 
that competition and _ price-cutting 
were inevitable. To Harvey, that 
meant that Flintkote should get away 
from selling only asphalt shingles 

So Harvey went on a building pro- 


Flintkote Co 


Traded NYSE Current 
price: 504, 5 


Price range (1958): high, 52'4 
low, 37!2. Dividend (1957): $2.40 plus 5% in 
stock. Indicated 1958 payout: $2.40. Earnings 
per share (1957): $3.64. Total assets: $100.1 
million. Ticker symbol: FO 


1953=100 





| SAME PIE, 


ISMALLER SLICES | 
| | 


| Despite the recession, Flinkote’s net | 
| profit this year will not drop below the 
1953-56 average. But earnings per 
share will be down sharply. Reason 
because of new stock issued to pay for 
mergers, the same pie must be cut into 
more slices 


Earnings 7 


per Share 








1955 1956 1957  1958/est.) 


gram of his own. Gradually he started 
buying up outside companies, among 
them the Insulrock Co., which made 
a new and popular type of slab. He 
then bought United States Lime 
Products. After that came companies 
making chimneys, containers and ce- 
ment for highway and public works 
as well as home building. Only six 
weeks ago, Flintkote announced it 
planned to pick up the fiber pipemak- 
ing Orangeburg Manufacturing Co. 

Draft in the House. It took Harvey 
just three years to turn a middling- 
sized shingle-maker into one of the 
biggest outfits (estimated annual sales: 
$166 million) in the building ma- 
terials trade. But therc was one 
trouble with the house Harvey was 
building. Most of the new companies 
were bought with common and 
preferred stock. As stock was paid 
out for acquisitions, Flintkote’s com- 
mon capitalization rose from 1.4 mil- 
lion shares to the 2.4 million shares 
that will be outstanding after the 
Orangeburg and Hankins acquisition. 
Thus through 1957 capitalization in- 
creased about as fast as the earnings 
did. But, though Flintkote was a big- 
ger and a better company, there was 
no growth in per-share earnings, down 
from $3.88 in 1956 to $3.64 last year 
and probably $2.50 this year. 

The Hidden Light. Had Harvey, then, 
bought growth at the expense of di- 
luting common stockholders’ equity? 
The mere suggestion that this might 
be so makes Harvey and President 
George Pecaro fighting mad. They ar- 
gue that each acquisition added at 
least equal earnings to those of the 
“old” company before consolidation. 
Explained Pecaro: “We're building 
for the great boom of the 1960s.” 

By last month, even traditionally 
cautious Wall Street was beginning 
to agree. For if Flintkote had not 
diversified, it would have run into the 
same earnings slump in roofing prod- 
ucts that has affected such standpat 
competitors as Ruberoid, whose earn- 


ings per share declined 51% between 
1953 and 1957. During the same period 
Flintkote’s at least held about even. 

Pecaro and Harvey have little 
doubt that the same thing might have 
happened to Flintkote had it not 
launched its acquisition program. “We 
have to drag an anchor,” he says 
bluntly, “and that anchor has been 
asphalt roofing. .. . Our prices today 
are lower than they were twelve years 
ago on asphalt roofing. It is, there- 
fore, impossible to reflect a reasonable 
return on our investment.” 

Playroom to Pool. Yet, despite the 
admittedly low-profit nature of Flint- 
kote’s roofing business, the company’s 
over-all profits were reasonably good 
Obviously darvey’s_ diversification 
was paying off with a list of products 
running from the foundation to the 
roof and from the playroom to the 
pool. When it made only the roof, fo: 
example, Flintkote supplied only 1°, 
of the dollar value of a medium- 
priced home. Today, its materials 
make up 5° to 7% of the total. 

Equally impressive from Wall 
Street’s point of view, Flintkote had 
not stashed its capital away in the 
bank and let it melt away before the 
ravages of inflation. “We have trans- 
lated .nuch of our previous surplus 
cash position into working 
notes President Pecaro. “Some of 
these assets fully paying their 
way. Others are in the stage where 
full profitability is imminent.” 

And that profitability, as Wall 
Street saw it, can be enormous By 
1960, Harvey and Pecaro think, the 
total number of housing starts will 
reach an annual rate of 1.5 million 
Even if that turns out to be pie-in- 
the-sky, at least Flintkote stockhold- 
ers are no longer solely at the mercy 
of the low-profit roofing trade. 


assets,” 


are 


FLINTKOTE’S HARVEY: 
diversification saved the day 
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Solid line is computed weekly ond monthly, gives equal weight to 
five foctors 
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1. How much ore we producing? (FRB prod index) 

2. How many people are working? (BLS non-agricultural employ- 
ment) 

3. How intensively are we working? (BLS average weekly hours 
in monvfacture) 
Are people spending or saving? (FRB department store sales) 
How much money is circulating? (FRB bank debits, 141 key 
centers) 
Factors 4 and 5 are adjusted for valve of the dollar (1947-49 


= 100), factors 1, 4 and 5 for seasonal voriation 


ip EER LRN. DEMETRI A, 


Plotted line is a preliminary weekly figure and may not necessarily 
agree with the revised monthly total. Dot indicotes an 8-day estimate 
based on tentative figures for five components, all of which ore subject 
to later revision. * 





"Final figures for the five components (1947-49 = 100) 
Sept. Oct. Nov. Dec. ’ ' March April May june July August Sept 
(prelim.) 


Production ........144.0 141.0 139.0 136.0 128.0 126.0 128.0 131.0 134.0 136.0 137.0 
Employment co 00 nee 120.0 119.4 120.1 115.7 115.6 114.2 115.2 115.3 115.3 115.3 
Hours . 100.3 99.0 98.5 98.7 fk : 96.7 96.0 96.7 98.2 98.2 99.2 99.8 
Sales +6 oe 111.8 117.5 122.1 119.8 120.8 123.7 125.6 131.2 137.8 129.3 
Bank Debits ... 144.7 150.7. 148.2 137.1 135.7 141.7 145.1 142.9 153.6 148.1 150.7 
INDEX 125.7 124.55 124.5 122.8 119.2 120.0 121.5 122.4 126.5 127.3 126.5 





THE MARKET OUTLOOK cager to own equities—and_ more 


eager to own bonds? The really big 
by SIDNEY B. LURIE unknowns relate more to 1959 than 
: r ; today, which means that a majo 
Collectors’ Items change does not appear in immediate 
prospect. But a temporary change in 
EverYONE, from the professional in- either accept the the investment climate could occur at 
vestor to the individual security buyer premise that the any time—and, in the process, provid 
asks the same question: “What's present climate will opportunities for the nimble. Take the 
‘cheap’ in an otherwise ‘dear’ mar- remain in _ force - steel industry, for it is symptomatic of 
ket?” and be willing to the market as a whole. While the 
The answer of course, is “little! own stocks until operating rate probably has reached 
This because: 1) In these _ profes- there are signs of a temporary top for 1958, the six 
sionalized markets, there is a per- a decisive change— : months trend is unmistakably up 
sistent and continuing search for or else hold cash. This is not meant to ward. The early 1959 contrasts with 
undervalued issues. 2) Stocks are al- infer that common stocks have become 1958 will be particularly marked. Next 
ways competing with each other for today’s new “wonder drugs.” They do year, the operating rate might reach 
the security buyer's dollar. Asa result not solve all of man’s ills—that of the 85°,-90° level in the spring 
of the foregoing, divergences are more __ protection against inflation, and, at whereas this year it trended steadily 
apparent than real. Thus, one must the same time provide a hedge against downward in the first five months 
either accept the premise that stocks deflation. Nothing can or will—for Moreover, the steel company share- 
have become “collectors’ items’—just ours is a dynamic society where there — holders know that the better-situated 
as many people collect antiques—or are constant changes in industry and companies could more than doubk 
else have withdrawn from the market company positions. their earning power in 1959, even 
place. There is no happy meeting Thus, the investor has to ask him- though next year’s average operating 
ground which permits one to “have self a very simple question: When rate may only be in the 75‘, -of 
his cake and eat it, too.” will the investment climate change capacity area. ‘ 
To express it anothér way, one must and_ security. owners become less The 1958 average rate probably will 
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average out around 60% of capacity. 
Even so, stronger companies have 
demonstrated truly remarkable ef- 
ficiency, with break-even points at 
levels which would have been con- 
sidered beyond the bounds of prob 


ability a few years ago. 

If a major change in the steel in- 
dustry’s fundamental outlook is un- | 
likely until the second quarter of | 
1959, then the matter of ownership 
(or purchase) relates largely to two | 


Cyclical Stocks 
For Appreciation 


TT ODAY’S inflated level of stock prices poses a quandary for the prudent 

investor. Should he persist in holding stocks, and run the risk of a serious 
erosion in the value of his capital? Or should he flee into cash, and take a 
chance on missing further profits if inflation fears and visionary thinking 
continue to grip the mind of the stock-buying public? 

The Value Line Investment Survey proposes a compromise solution. It 
advises maintenance of a strong cash reserve as protection against a market 
decline, which it views as more likely than a further advance: and suggests 
that those funds still committed to stocks be invested in a selected list of 
issues that may be expected to perform better than the market as a whole, 
regardless of whether it goes up or down. Such stocks include those of com- 
panies in cyclical industries which are likely to enjoy sharp profits recov- 
eries as the business upturn gathers momentum. Many of these stocks are 
still selling well below their 1956-57 highs, in reflection of the steep earnings 
declines that have taken place in the interim. They could rally strongly as 


their profits prospects brighten. 


But in view of the low quality of most of the issues that fall into this 
category, and the high level of stock prices generally, selectivity is espe- 
cially important. A list of ten stocks that are well situated in this regard 
appears in the latest Fortnightly Commentary of The Value Line Survey. 
All are ranked in the top 20% of the more than 800 stocks under review, 
both for Probable Market Performance in the Next 12 Months and Appre- 


ciation Potentiality to 1961-63. 


A Special $5 Introductory Offer* 


Under this special offer, you will receive at once, at no extra charge, a copy of 
Value Line’s Fortnightly Commentary including the list of 10 cyclical stocks for 
appreciation. You will also receive, as a bonus, the current 80-page edition of 
Ratings and Reports with analyses of 62 leading stocks in the Department Store, 
Mail Order & Specialty Store, Variety & Drug Store, Shoe & Textile industries, 


among others: 


Allied Stores 

Amer. Stores 

Amer. Viscose 
Burlington Ind. 
Celanese 
Federated Dept. St. 
First Nat'l Stores 


Food Fair 
Gimbe! Bros. 
Grand Union 
Grant (W. T.) 
GreatA&P 
Jewel Tea 
Kresge (S. S.) 


Further, your introductory subscription will bring you the next 


Kroger 

Macy (R. H.) 
Marshall Field 
May Dept. Stores 
Montgomery Ward 
Nat'l Tea 

Penney (J. C.) 


Safeway Stores 
Stevens (J. P.) 
Sears, Roebuck 
United Merchants 
Walgreen Co. 
Winn-Dixie Stores 
Woolworth (F. W.) 


1 weekly 


editions of the Value Line Survey covering over 250 major stocks, a new SPE- 
CIAL SITUATION recommendation, a SUPERVISED ACCOUNT REPORT, 
two FORTNIGHTLY COMMENTARIES and four WEEKLY SUMMARY- 
INDEXES with latest rankings and advices on 850 stocks. 


Annual Subscription $120 


*New subscribers only 


To take advantage of this Special Offer, fill out and mail coupon below. 


Name 


Zone State 


Send $5 to Dept. FW-117 


THE VALUE LINE 


INVESTMENT SURVEY 
Published by ARNOLD BERNHARD & Co., Inc. 
VALUE LINE SURVEY BUILDING, 5 EAST 44TH STREET, NEW YORK 17, N.Y. 
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questions: 1) that of market techni- 
calities; 2) and that of price. In this 
connection, the acid test of any 
premise revolves around price, and 
today’s high price level points up one 
thought: the market is vulnerable to 
the unexpected, to a change in psy- 
chology, a good reaction would be 
natural, normal and healthy. At these 
levels, a “good reaction” might repre- 
sent 25 or 50 average points. 

So much for the generalities. As 
for the specifics, there are a number 
of issues which command attention— 
and this is perhaps the most important 
consideration. All stocks do not mean 
the same things to all men, and it is 
more important to be “right” about 
stocks than the averages. 

A case still can be made for selected 
rails on the basis that car-loadings 
soon will be ahead of the 1957 level— 
and fourth-quarter earnings will be 
up, notwithstanding a November 1 
wage increase. Western Maryland 
seems quite interesting for it is an 
indirect speculation on the steel indus- 
try, and should earn $8 this year. Given 
continued good general business con- 


| ditions, 1959 earnings could exceed the 


1957 peak profit of $12.20 per share. 
This high earning level could be 
reached because: 1) not only does the 
road have a superior operating effi- 
ciency record, with better-than-aver- 
age profit margins, but this year’s cost 
reductions will carry over into 1959. 
2) More industry has been located on 
the line in the past two years, and 
with Bethlehem Steel now having 
completed the Sparrow’s Point expan- 
sion program, the same level of 
general industrial production as in 
1957 can produce higher traffic. Inci- 
dently, an increased dividend is in 
prospect next year, say another $1. 
Similarly, it doesn’t require a great 
deal of imagination to remain enthusi- 
astic about Boeing Airplane, even 
though 1958 earnings may only moder- 
ately exceed last year’s $5.49 per share 
profit. More important, improvement 
is likely in 1959 as commercial de- 
liveries of the “707” jet increase and 
write-offs decrease. The later out- 
look is equally promising, what with 
the company having been chosen to 
lead the “Minuteman” I.C.B.M. project. 
A case can also be made for 
General Cable two thirds of whose 
sales are to the expanding electric 
power and utility fields. This com- 
pany’s trade position has _ been 
strengthened in the past few years 
by an aggressive new management. 
Prospective $2.20 per share earnings 
this year could reach or exceed the 
$3 level in 1959. General Cable made 
money when competition was “in the 
red” and earned its $2 dividend in the 
face of destructive price competition 
(CONTINUED ON PAGE 72) 
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SUCH OPPORTUNITIES COME 
ONLY ONCE IN A LIFE-TIME 


My fortune-building formula is to en- 
able investors with small funds rapidly to 
acquire financial independence. I have 
done research to that end for nearly fifty 
years. More than five thousand investors 
ean testify to the fortune-building success 
of my discoveries. The formula is very 
simple. We find you the basic potentials of 
zrowth in low price stocks. Holding these 
basic growth values has quickly doubled 
the funds of clients time and again. Our 
current recommendations are selling at 
about ten percent of their potential values. 

Thirty years of conspicuous success for 
clients has built us pre-eminent recogni- 
tion for our fortune-building growth dis- 
coveries. That is why over five thousand 
investors are reading our weekly “Stock 
Market Appraisements” we formerly syn- 
dicated nationally on financial pages un- 
der the heading, “ROYSTONE SAYS.” 

Our newspaper followers found that 
discovering fundamental growth values is 
the basic.facter .in . fortune-building. _No 
wonder Wall Street is so anxious to keep 
in contact with dur recommendations. 

This demand from everywhere for our 
reliable guidance in selecting special 
growth values forced us to publish our 
comments in inexpensive weekly analytical 
guidance bulletins which are now being “the most 
read by thousands of investors each week. 

To buy low-price long-term growth situ- 


W. H. ROYSTONE 
INVESTMENT ANALYST 


Who, from devoting many vears building fortunes 
for investors. wrote ‘‘America Tomorrow." called 
far-seeing economic guide for the 
future,"’ sent free to his clients with his “27 
Safety Rules’’ for Investors and Traders. 


Thinking realistically, we must 
that fortunes are built from small funds 
only through far-sighted specializing, not 
through diversification. A few poor selec- 
tions destroy the gains of years. Funds 
were greatly increased when our clients 
bought a special situation at four that 
went to twenty-four. Not many months 
ago we advised our subscribers to buy 
another discovery below four dollars that 
quickly went near twenty and now looks 
much higher. We expect many of the 
discoveries we are recommending to dou- 
ble current cheap prices many times. 

The only sure fortune-building is done 
through such fund enhancement research. 
That alone will offset the rising cost of 
living. Fortune-building requirements call 
for at least a fifty percent fund gain each 
year. Instead, the great majority of in 
vestors see their cash values shrink. 

Not so long ago when one of our dis 
coveries was selling near three dollars we 
said, “a few hundred shares bought now 
should pay for the future education of chil 
dren, soon pay off the mortgage or pro- 
vide security for old age.” It went up im- 
mediately and advanced about one thou 
sand percent on the American Stock Ex- 
change and promises much greater growth. 
Now, we are approving other low price 
growth situations that also promise un 


agree 





ations before the public recognizes their 

potential values largely eliminates the hazards of speculation. 
Now, thanks to the discovery made while evaluating fundamental 
psychological factors found in the Roystone Heavy Industry 
Formula, we follow the rules that make for growth. Currently we 
anticipate a long bull market in natural commodity growth stocks. 
We are exploring the field to uncover the issues that show the 
greatest fortune-building potentials. 

Ignoring the rules for fortune-building, the average investor 
never has a profit chance. Unfortunately, investors and traders 
are equally victims of popular sentiment. They buy when they 
should sell and sell when they should buy. To protect clients 
against these errors, we developed our 27 Safety Rules for 
Investors and Traders. 

We build on growth, not petty profits. One may not go broke 
taking quick profits but certainly one never gets rich. We select 
growth values in their infancy that are independent of adverse 
conditions. This makes all the difference between failure and 
fortune-building. 

Naturally, knowing the long trend turning points is essential 
to the investor. Knowing a “bull market” from a “bear market” 
is one guarantee of security. At the end of the Korean War this 
was almost the only service to see a long rising market ahead. 
Waiting and watching for such profit opportunities has built 
most of the large fortunes made in Wall Street. 

There are thousands of smaller investors, intelligently accumu- 
lating fortunes, who welcome technical data and a diagnosis of 
our growth situations we recommend for substantial income and 
rapid growth, 


CAPITAL GAINS—NOT DIVIDENDS—BUILD FORTUNES 


One of the most prevalent fallacies that distorts the judgment 
of the average investor is the idea he can buy the strong spots in 
an advancing market and be sure of a profit. He has slight 
knowledge of stock market psychology and the dangers of 
following the activity in stocks. He knows next to nothing of the 
research needed in selecting growth values. He does not know 
how few are impulsed by the special advantages we look for in 
our discoveries, 


usual capital gains. 


Read what the Press Service that 
syndicated his “Comments” said: 


“What ‘Roystone says . is respected by the best in Wall 
Street from the small speculator to the largest investment trusts.” 

“One thing is certain: Roystone knows the stock market. 
With a truly remarkable record in earlier years while writing for 
this service he has foreseen all the important market changes.” 

“Followers all over America look upon Roystone as the most 
reliable long-term market diagnostician among the many 
Wall Street technicians.” 


vood 


We earnestly believe there is a tremendous need for honest in 
vestment and business guidance. Such assistance can be derived 
only from factually appraising future investment opportunities 
in the light of political and social trends. Without such guidance 
there is small hope for the individual in his quest for financial 
independence. Remember, there are rules for fortune-building 


THE HUNDREDS OF LETTERS OF GRATITUDE AND PRAISE 

FROM OUR THOUSANDS OF HAPPY CLIENTS LIVING 

ALL OVER AMERICA AND THROUGHOUT THE WORLD 
WOULD FILL VOLUMES 


Now, to help you in your personal problems, we have created 
our special protective and instructive Contact Service to re 
place our newspaper comments. The fee (for 52 weeks) for the 


present, is only twenty-five dollars or five dollars for advice 
covering the next seven weeks of the current critical period. 
Thousands of our clients realize that when and what to buy 
is the secret of safety and success in fortune-building. When 
you send twenty-five dollars ask for the names of our low-price 
growth discoveries that we expect to more than double durin 
the next few weeks: And also request “America Tomorrow” and 
those famous 27 Safety Rules for Investors and Traders. Annual 
subscribers may send a list of their stocks for the personal com 
ments of W. H. ROYSTONE, Forest Hills 6, Long Island, N. ¥ 


(Instituted 1931.) Midtown consultation appointment, $25 
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CREATIVE 
RESEARCH* 
REPORT 


BUILDING 


For Investors: 
A Surprising “ 
New Appraisal 
of the = 
Building Industry {}~ 


In the early months of 1958, stock buyers 
showed great enthusiasm for the building 
industry. Now—our creative research De- 
partment studies the entire situation in 
a frank, provocative 18-page Monthly 
Letter. 


IF YOU OWN BUILDING STOCKS... 
or if you are looking for investment 
opportunities in this basic American in- 
dustry, you must read this report. There 
are facts, figures and predictions about: 
the importance of the Federal govern- 
ment in housing. 
growth potential in cement. 
outlook for industrial, commercial and 
military building. 
three strong pressures for new and 
better housing—their effect on the 
industry's continuing prosperity. 
competition and other limiting factors. 


5 FAVORED ISSUES 

e@ Goodbody & Co. believes the ‘‘do-it- 
yourself” building market faces major 
growth. Accordingly, our Letter iden- 
tifies two stocks likely to profit from 
this trend. 
Business estimates are more opti- 
mistic for cement makers than for 
manufacturers in other areas of the 
building industry. For this reason, we 
pick out one recommended cement 
issue. 
Some securities in this vast area are 
not easily categorized. We recommend 
two under the heading of “special situ- 
ations.” 

FREE COPY 

For your free copy of our Monthly Letter 

which also features a timely Stock 

Market Analysis and list of over 200 

Recommended Securities—just mail 

coupon below. 


= 




















*Creative Research— 
Key to Sound Investing 











Available to investors 


GOODBODY & Co. 


ESTABLISHED 1601 


Members of Principal Exchanges 
115 Broadway, New York 
Offices in 39 Cities 


ee ce ee ee ee ee ee ee ee ee se eg 


{ Please send me without cost or obligation, | 
y your Monthly Letter FN-15. r] 





| NAME I 


I appnsss TEL: ie 
a ee ee 





38 


| 


INVESTMENT POINTERS 


Selected Stocks for New 


Because of the rise which has oc- 
curred in the stock market since last 
winter, especially in recent months, 
great care is needed in selecting stocks 
for new purchases. I think the recent 
section of the advance was sparked 
by heavy buying by the One William 
Street Fund and The Lazard Fund, 
and by fear of inflation, because of 
the announced $12-billion govern- 
ment deficit. In buying a stock today, 
one must be satisfied with the long- 
range outlook, and one must have the 
temperament to carry it through any 
possible setback which might occur, 
and better still, to have funds avail- 
able for additional purchases in case 
such a decline occurs. 

Several times in recent years, I have 
recommended the purchase of Great 
Atlantic & Pacific Tea Co., listed on 
the American Stock Exchange. It has 
since had a wonderful rise. During 
1958, it has advanced from 241 to 445, 
and is now around 441. The company 
is the largest chain grocery organiza- 
tion, operating more than 4,000 retail 
food stores throughout the United 
States and Canada. Sales last year 
amounted to $4.7 billion and are ex- 
pected to exceed $5 billion during the 
coming year. Earnings last year 
amounted to $23.42 per share, but a 
dividend of only $8 was paid. Cap- 
italization consists of 259,000 shares 
of $7 preferred stock, 935,812 shares 


by JOSEPH D. GOODMAN 
Purchases 


of non-voting 
common, and 
1,150,000 shares of 
voting common, 
privately held. 

For some time, 
there have been 
persistent rumors 
that the stock would be split, about 
10-for-1, and listed on the New York 
Stock Exchange. Earnings, of course, 
would support a much higher div- 
idend than the one paid last year. If 
such a split should occur, it would 
bring the stock down to a level where 
I believe it would be very popular 
with pension funds and investment 
trusts. 

Last spring, I recommended du 
Pont, around 176. It since advanced 
to 207, and is now around 197. For 
each share of du Pont stock, the 
company owns almost 1% shares of 
General Motors which is now selling 
around 49. I still consider this stock 
an attractive investment. It is well 
known that the company is the lead- 
ing chemical manufacturer. The busi- 
ness is highly diversified, embracing 
around 1,200 products. 

Philadelphia Electric supplies elec- 
tricity and gas in Philadelphia and 
southeastern Pennsylvania. It also 
supplies power for the electrified lines 
of the Pennsylvania Railroad, the 
Reading Co., and Philadelphia Trans- 
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portation Co., and Philadelphia 
Suburban Transportation Co. The 
Philadelphia area is thickly populated, 
and industry is well diversified. 
Earnings last year amounted to $2.60 
a share. A dividend of $2 was paid, 
so that the yield on the present price, 
4334, is 4.6%. As I believe earnings 
will steadily increase, I think there 
will be moderate increases in the div- 
idends from time to time. It is an 
excellent investment. 

Wagner’ Electric manufactures 
motors and transformers, air and 
hydraulic brake equipment for pas- 
senger cars, trucks, buses and other 
machinery, etc. The company is well 
established and favorably known in 
the trade. Capitalization is moderate, 
consisting of $3.5 million long-term 
debt and 1,000,000 shares of common 
stock. Earnings last year amounted to 
$5.93 a share; a dividend of $2, plus 
3% in stock was paid. The stock is 
now selling around 48% where it is 
attractive for long-term holding. 

American Stores, long a favorite of 
this column, has recently reacted from 
93 to 83, where I again consider it an 
attractive long-term investment. In 
recent years, the stock has been pay- 
ing $2 cash, plus 5% in stock. Chances 
are that in the next two years, gross 
annual sales will exceed $1 billion, and 
the stock earn $8 a share. 

Anderson, Clayton & Co. is the 
leader in volume of cotton purchased 
in the United States and in the world 
generally. The major activities of 
the business are commercial (princi- 
pally cotton merchandising) and in- 
dustrial (principally oil milling, 
ginning, and manufacture of vegetable 
oil products) and other activities 
auxiliary to these. While the com- 
mercial activities are still the greater 
source of gross revenue, the pre- 
ponderant portion of fixed investment 
is in the industrial activities, and 
their proportionate contribution to 
gross revenue and net income has 
been increasing from year to year. 
The stock has done very little for a 
long time since its decline from 64 in 
1951 to 32. It is now around 36%. A 
dividend of $2 has been paid since 
1952. Earnings for the fiscal year end- 
ine July 31, 1957 were $4.76 a share. 
Sales amounted to $894 million in 
the 1957 fiscal year, compared with 
$824 inillion the previous year. 

For those interested in high-class 
preferred stocks, with good yields, 
and possible moderate appreciation 
in time, I suggest the following: 


Recent 
Price Dividend 
Cincinnati Gas & 

Electric $4 88 $4.00 
du Pont $3.50 84 3.50 
Gen>ral Motors $3.75 85 3.75 
Philadelphia Electric 

80 3.80 


(CONTINUED ON PAGE 73) 
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HOW TO RISK 
BECOMING RICH 


ON LOW-PRICED OIL STOCKS 


A daring but sensible way to 
speculate small amounts for large rewards. 


When you talk of speculating, people commonly focus on the losses 
you risk taking. 

But what of the immense profits you can “risk” making? 

What of the stocks that will go up two, three or even ten times in 
price in the period just ahead? 

Capital gains of this size have been made, are being made now, and 
will be made again and again in the future—by well-informed specula- 
tors who are willing to face risks squarely and reach for profits of a size 
that can bring both the comforts and the security that only increased 
capital gains can provide. 

This is an especially important point for the small investor to keep in 
mind. To illustrate: If a man invests only $100 towards a conservative 
goal—say a 6% dividend and a 10% capital gain for the year—he will, 
if successful, increase his capital by only $16! 

To reach beyond such ordinary goals, even very large investors often 
earmark small parts of their portfolios for calculated risks in stocks 
that have real “soaring power”. 

That is why Selected Securities Research, Inc.—specialists in uncover- 
ing LOW-PRICED stocks with multiplying growth potential—has 
instituted a new low-priced advisory. service specializing in well- 
substantiated oil and mineral stocks with growth factors thus far 
overlooked by the public. 


FREE REPORTS 


To show you the extraordinary opportunities now available, we would 
like to send you this new service for one month free of charge. The 
recommendations you will receive are completely impartial. Selected 
Securities Research, Inc. is not a broker or securities dealer, and no 
salesmen will call on you. 

To receive free one-month trial, just attach your name and address 
to this ad and mail to: 


SSR OIL & MINERAL STOCK SERVICE, Dept. F-68, SEAFORD, NEW YORK 











Which 213 Stocks to Buy and Sell in 1959! 


ANNUAL 
FORECAST 


JUST COMING OFF THE PRESS 


1959: A Boom Year! One of Most Important Forecasts Ever Presented by S & P! 


NEW Last chance to invest ahead of the 1959 Boom, which stocks to buy and sell now. NEW Stocks 
that can outgain the market in 1959. NEW Special feature for new and seasoned investors: How 
to use Standard & Poor's follow-up methods to secure continuing stock magket profits. Will include 
S & P's forecast of the 1959 stock market, forecast of economy, business, forecast of the 10 most 
promising industries for 1959. Also: How to outrun inflation. EXTRA! New Switch List of 47 stocks 
that should be sold now. Also these exclusive new “‘Buy’’ lists: 





10 Stocks for Buying Ahead of the 1959 Boom—stocks capable of outgaining the market 
in 1959. 6 Christmas Present Stecks to Buy for Your Children and Grandchildren—Ideal 
for Dollar Averaging. 30 Best Low-Priced Stocks. 21 Growth Stocks for Long-Term Profits 
24 Good Income Stocks with Profit Potential. 20 Candidates for Stock Splits or Large 
Stock Dividends. 18 Blue Chip Stocks for Safety and Income. 12 Attractive Convertible 
Bonds and Preferred Stocks. 25 Candidates for Increased Dividends! 


Simply mail $1 with this Ad, your name, address for S & P’s 1959 Annual Forecast in The 


OUTLOOK, one of America’s foremost investment services! New readers only. Subscribers 
covered. 


STANDARD & POOR’S CORPORATION 


World’s Largest Statistical and Investment Advisory Organization, Established 1860 


345 HUDSON STREET - NEW YORK 14, N.Y. A 773-172 
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Schaefer says: 


Advertisement 


THUNDEROUS BULL 
MARKET “PROFIT 


STAMPEDE” BEGINS 


Dow THEORIST SCHAEFER 


“He’s done it again,” reluctantly ac- 
knowledged one old Wall Street bear re- 
cently as he sipped on a second sazerac in 
one of downtown New York’s most exclu- 
“How this man 
Sehaefer had the audacity to recommend a 
fully-invested position to his subscribers in 
October, 1957—with the Dow-Jones In- 
dustrials pushing a new 30 month low—I 
just don’t know.” 


sive luncheon clubs. 


This backhanded kind of compliment, 
containing a mixture of envy and admira- 
to E. 
publisher of the Dow 


George Schaefer, 
Theory Trader, 
whose forecasts are often at odds with the 


tion, is not new 


rest of “the street.” But he acc epts these 
situations philosophically. “To find and 
to follow the road to success in the stock 
market is perhaps the most exasperating 
problem of all to investors. Perhaps I’m 
allergic to following the crowd,” explains 
Schaefer, “but, after all, the 
usually wrong in the stock market. While 
still the 
primary responsibility of a stock market 
advisor to anticipate the potentially-worth- 
while market moves well ahead of time, 


‘crowd’ is 


some investors won't listen, it’s 


and to call current profit opportunities to 
the attention of his subscribers. 


nF rom BULLFIGHT, by permission of Sir 
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As investment-grade and low-priced speculative stocks 


burst through old highs on accelerated volume and 


short-sellers feel the squeeze of spiraling prices, 
Schaefer reaffirms his October, 1957 prediction of a 


rampant upsurge into the 725-775 area by the D-J 


Industrials, and sees stock market public seized by 


spectacular buying spree. 


“Whenever too many people get bearish, 
as they did at the bottom of the market 
in October, 1957, future upmoves are very 
apt to surprise them. What many investors 
do not seem to realize is that, once a pri- 
mary bull trend is established, it takes more 
the 
to reverse it 


than temporary bad news—such as 
recent short-lived recession 
And the best buying opportunities invari- 
ably crop up when the public is bearish and 
a feeling of hopelessness pervades the stock 
market. At such times, when ‘fear’ selling 
drives stocks down to bargain prices, buy- 
ing is in order. When the worst is passed, 
the primary bull trend gradually resumes 
often to 


the utter amazement of those who emo- 


its upward course to new highs 
tionally sold out near the lows.” 


Since the Industrial Average began its 
surprising advance from the 419.79 low of 
October 22, 
ings of 


1957, the discordant trumpet- 
Wall Street 


sounded like an army of pompous phrases 


many writers have 
marching across the market in confusion 
instead of the clarion tones of experienced 


Looking back over this 


sea of disorder and at the inbred “bearish 


financial experts. 


among so many analysts during 
Schaefer 


thinking” 


the past year, has this to say 


Publishers. Copyright © 1958 by Peter Buckle 


Since 1921, prolonged bull markets have 
had three distinct phases, each carrying 
The current bull 
1949, had had 


reasonable to 


the market to new highs 
market, 
only 


which began in 


two, therefore it was 
look for the expected third phase to begin 
“shake-out” 
‘sold-out” condition that prevailed at the 
October 1957 And 
third phase has historically been the big 
the 


profitabie of all, the vigorous advance un 


with a similar to the unusually 


22, lows since the 


gest, most dynamic, and the most 


derway is entirely normal, should have 
been fully expected, and should not be 


missed by profit-conscious investors 


the 


writers has changed 


Observing that pre dominant mood 


ot 


bearishness to “creeping” optimism as the 


many from rabid 


market rolls to new highs, Schaefer smiles 


“it seems as if some analysts have set 


horses, and then 
the reins As a 


boat a 


then 
hold 


missed the 


their charts before 


let their emotions 


result, many have ail 


and those still too embarrassed to ¢ hang 
their viewpoints are being left high and dry 


on the landing.” 


market 
has not been an occupational problem with 
Schaefer. On_ the 


“Missing the boat” in the stock 


analyst contrary the 
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Schaefer success story has been little short 


of startling. Generally regarded in financial 
circles as the only Dow theorist publishing 
a financial service who has remained bull- 
ish all the way up since 1949, Schaefer has 
accurately pinpointed the start of all 3 
major phases of this profitable bull market. 


Consequently, it’s not surprising that 
Schaefer's candid market letters have been 
followed avidly by nearly 100,000 regular 
during the past 


and trial subscribers 


dec ade 


Called Major Stock Market Turns 
in 1949, in 1953, and 1957 

Perhaps Schaefer is most widely known 
today for his “turning point” market letter 
published on June 18, 1949, when the 
1)-J Industrial Average had been steadily 
declining and was “bottoming out” in the 
As stocks started rising 


low 160's carry- 


ing the Industrial Average 130 points 


higher te 293.79—and the opening chapter 
of history’s greatest bull market ended with 
a sharp “shake-out” in 1953, Schaefer re- 
sponded with his accurately timed “Boom 
Becins” Study projecting the next major 
start of the market's 
While 
vestors sat on the sidelines or 


bac k 


subscribers were being advised to 


idvance and the 
second upward phase. most in- 
cautiously 
moved into the market, Schaefer's 
“invest 
to the hilt in diversified growth stocks” 
ind to take advantage of the “coming up- 
surge” which eventually lifted the Indus- 


trials another 265 points from the Septem- 


SCHAEFER DOES IT 


al x 


ber, 1953 low of 255.49 to the bull market’s 
2nd-phase high of 521.05. As the primary 
bull market again digested its 2nd-phase 
upmove and began its work of consolida- 
tion by pounding out one, two, three . . . six 

.and finally seven bullish intermediate 
reactions over a period of three years, 
Schaefer began preparing investors for the 
final 3rd-phase upsurge. In a special eight- 
page ad (see below) which appeared in 
this magazine on October 15, 1957—ex- 
actly one week before the D-J Industrial 
Average hit its last low of 419.79—Schaefer 
spoke sharply of advisory services which 
tended, for obvious reasons, to take the 
more popular~bearish stand: “It would 
of course be more profitable to me person- 
ally to issue the Boom Forecasts when 
everyone else agreed and after the market 
was already advancing . . . But as an econ- 


omist and analyst—and because my sub- 


scribers depend upon this present-day 
interpretation of the Dow Theory during 
critical times to help them pick the most 
profitable buying areas before the market 
moves up—all my investment selections 
“timed” to these 
No re- 
sponsible advisory service would consider 


This 


announced one of Schaefer's important 


and buying advice are 
technical research results instead. 
same ad 


any other alternative.” 


special Boom Studies, “Major ApvaNnct 
which was issued on October 23, 
Both 


the ad and Study predicted the Industrial 


Looms,” 


just one day after the extreme low. 


Advertisement 


Average would reach the 725-775 area 
g 


within 24 months. 


Incredible Profits Yet To Come 

To shake sense into investors who re- 
mained sitting on the sidelines while the 
market was beginning its advance, Schaefer 
published another Special 6-page Boom 
Study on March 27 of this year entitled 
“Vicorous Uprrenp ComiInc,” which 
again investors to buying 
For those who did, some fantastic profits 


urged begin 
have already been realized ...for those 
who didn’t, Schaefer has just completed a 
study entitled “STAMPEDE FOR 
Prorits Becins” which will begin rolling 


further 


off the press in a few days. 


For Schaefer, who has discussed the 


market with hundreds of investors and 
analysts from coast-to-coast in the past 
year, the great feeling of caution among 
investors, combined with the existing large 
quantity of idle cash and soaring bank 
deposits, have provided an_ incredibly 
strong springboard for a third-phase leap 
in the stock market. “Financial writers in 
recent years have put entirely too much 
emphasis on such factors as the President’s 
illnesses, tight money, the Suez situation, 
international tensions, the ‘Sputnik’ crisis 
and the business recession. As a result,” 
he adds, “public confidence in the market 
has been at ebb-tide. After three years of 
‘backing and filling’*the profit stampede is 
.. the same kind of 


stampede that has marked the grand specu- 


AGAIN ! 


now getting underway 
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lative finale of every major bull market in 
history. In my opinion, the huge sums of 
idle cash being held by pension funds, in- 
vestment trusts, insurance companies, large 
investors and the public will gradually but 
steadily begin finding their way into the 
market. According to my technical studies 
and Dow Theory interpretations, the D-J 
Industrial Average will continue to soar 


upward 
725- 


-and will top off somewhere above 
possibly at a level nearer 900 
30 months. 
Values in Model Accounts Hit New 
All-Time Highs 
While many investors 
advice of 


within 


following the er- 
have 
been unmercifully whipsawed by nervously 
jumping in and out of the market during 
the past year or those who have 
followed Schaefer’s steady guidance 
through Wall Street’s labyrinth of bearish 
thinking have nothing but praise for the 
dogged Dow Theorist who has repeatedly 
urged them to keep their heads and to 
remain fully invested as the bull market 
consolidated for the final upward surge 


ratic other forecasters- 


two, 


which is now underway. 


and one 
which has unquestionably been responsible 


A unique feature of the service 


for a substantial portion of Schaefer's large 
Model Account 
procedure. This is comprised of two sep- 
arate Accounts 


following, has been his 

one containing specula- 
tive stocks and the other composed of in- 
vestment which were 
started in 1949 with a theoretical capital 
of $50,000 each. Believing that “profits 
speak louder than words,” and that his 
subscribers have a right to judge the record 
for themselves, Schaefer has dramatically 
illustrated these accounts each week for 


GAINS IN NO. 1 
Model Investment Account 5.2 


Thousands of Dollars 
240 


quality — issues- 





220 


60 
40 
20 


0 


1949 SO ‘Sl ‘52 53 ‘4 5S 6 57 SB 59 








investment grade 

ELT TS Di eshte 
reinvested divs.) .......$264,376.14 

SPECULATIVE ACCOUNT 


; $215,224.19 
‘Uprefts end * 

















Schaefer’s Investment Grade Account above 
was started in 1949 with working capital of 
$50,000. Market Value (11/1/58) amounts to 
$314,387.01. Indicated gain including profits 
and reinvested divs. totals $264,376.14 
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everyone to see. Designed primarily to 
help build needed confidence among in- 
vestors at a time when most were pessimis- 
tic and did not bull 


corner, ofr 


believe that a new 
market was just around the 
that it would grow to gigantic proportions, 
these Accounts have been particularly ef- 
fective in providing his readers with a con 
crete example of how profits can be piled 
up by following the common sense princi- 
ples of the Dow Theory instead of emotion. 
Challenges Schaefe1 


in my opinign, when intelligent investors 


“The time will come, 


will demand that advisory services publish 
the full record of their recommendations 
Many 


getting 


so that a comparison can be made 
subscribers to advisory services are 
just plain fed up with losing money be 
advice they are 


cause of the vacillating 


receiving.” 


The first step in setting up his Model 
Accounts in 1949 was to select diversified 
growth stocks which could be held all the 
way up in harmony with the stock market's 
bull trend. As dividends and 
profits were accumulated, these additional 


primary 


funds were reinvested, from time to time, 
in each portfolio. In recent years, when 
many investors were selling and market r 
actions were providing bargain prices, 
small “debit” balances were established to 
stocks 
quirements were more lenient than now 
To further build 


profits, all contemplated buying and sell- 


buy additional while margin re- 


help his subscribers 
ing decisions have been given before exe- 
cution of orders, so that each subscribe 
knows Schaefer’s next move in advance. 
And a detailed accounting of such transac- 
tions is given the very next week. Today 
the results obtained in these accounts speak 
With 
both portfolics now at new all time highs, 
the original capital of $50,000 in his Model 
Investment Account has grown to $314,- 
387.01, and to $215,224.19 in his Model 
Speculative Account. While there are al- 


eloquently enough for themselves. 


Advertisement 


ways Dow Theory skeptics who will say 
that anyone who invested in the market 
in 1949 


cumulated fair profits by now, many of 


and held on—would have «a 


these are the same individuals who ques 
tioned Schaefer's bullish Dow 
terpretations, 


Theory in 


became concerned about 
their investments and sold their judgment 
down the river time after time as the pro 
longed bull market since 1949 experienced 
18 intermediate reactions on the way up to 
present highs. 

It seems superfluous to say that most in 
vestors who stepped into the stock market 
with Schaefer in him 


1949 remain with 


today. Those who have carefully followed 
his important 3-Phase research studies of 
and who 


have invested each time Schaefer has add 


the bull market’s primary trend 


ed stocks to his own model portfolios 
have found that investing under the Dow 
immensely 


Theory can be an profitable 


pastime 


Schaefer's Technical Studies Suggest 
Important Upsurge Coming in 1959 
Unlike many forecasters, Schaefer does 
not depend upon one or two isolated 
techniques to plumb the market's primary 


trend. He attributes his unusual suce 


ess to 
the use of no less than sever sted 
technical keyed to the 
Dow Three 


Phase research, which enabled him to pre 


tine -te 
approaches—all 
Theory. In addition to his 
dict the 3rd-phase upsurge now develop 
ing, these include Schaefer's 5007 Concept 
his 200-Day Investment Line, the Divi 
dend Yield Cycle, his Odd-Lot Correla 
tions with the primary trend, the Short In 
Volume Ratio, and _ his 


observations and contrary theor 


terest-—Average 


Opinion 





GAINS INNO.2 | 
Model Speculative Account 4% 


Thousands of Dollars 
140 T 
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Schaefer’s Speculative Grade Account above 
was started in 1949 with working capital of 
$50,000. Market Value (11/1/58) amounts to 
$215,224.19. Indicated gain, including profits 
and reinvested divs. totals $165,221.46 
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concerning the accuracy of a Consensus 
Opinion of other analysts. “Right now,” 
savs Schaefer, “these studies indicate that 
the market is in a stronger technical posi- 
than at the 
started in 1949. As a result, they indicate 
an upper level of around 900 in the D-J 
Industrials 


tion any time since Boom 


about 125 points more than 
my prediction of last fall. 


“What we are getting now,” says Schae- 
fer, who has been a Dow Theory student 
for more than a quarter century “is sim- 
ply a resumption of the prolonged pri- 


NOW REVEALED— 


Here is the complete 112-page re- 
issue of Schaefer's “The Dow 
Theory Trader” from October, 1957 
through October, 1958. These un- 
abridged weekly reports (pub- 
lished just as subscribers received 
them) give his predictions for the 
bull move to come, and demon- 
strate beyond the shadow of a 
doubt how Schaefer's modern Dow 
Theory interpretations and Techni- 
cal research can be used effectively 
to predict and build profits in the 
stock market. 

Clearly revealed in these week- 
by-week analyses are the actual 
techniques and methods which 
Schaefer has used to forecast the 
prolonged bull market underway, 
and the reasons why Schaefer's 
studies said that the October, 1957 
lows were an important “bottom” 
and “buying area” for the sensa- 
tional and highly profitable 3rd- 
Phase Boom in stocks to unfold 
during the months ahead. 

If you have not seen this timely 
contribution to profitable stock 
market forecasting, send for your 
copy today. Says one analyst: “It is 
‘must reading’ for every investor 
who wants a better insight into to- 
day’s paradoxical market.” This in- 
formative, stimulating book is now 
made available at only $5 per copy 
on a money-back guarantee. 


Se See 2 SS SS SSS See eee eee eee ee 
SCHAEFER’S ‘‘The Dow Theory Trader” 
3636 Salem Street 
Indianapolis 8, Indiana 


Please forward my copy of “3rd-Phase Boom 
Predicted."" My $5 is enclosed. Full refund if 
1 am not satisfied. 


Name 
Address 


City 


Peaeaaeneeeeceeesess4s 


64 


mary bull trend that began in 1949. This 
long and fabulous bull market has already 
had its first and second phases—and now 
—it is embarking upon its third and final 
up-phase which, historically, is the most 
dynamic, most speculative, and most 
profitable of them all. Take a look at what 
happened during the third phase of the 
long bull market of the ’twenties—in 1927, 
1928 and early 1929. Why, it was greater 
than the first two phases of the 1921-1929 
bull market combined. And, my technical 
studies today suggest that the 3rd-phase 
boom to come now, from late 1958 to about 
early 1961, may be even greater.” 


“ 
SLIGHT DIFFERENCE 
OF OPINION 


Here's the box-score of 40 Wall Street 
Stock Market “experts” who met, near 
the end of 1957, to exchange views and 
make a prediction of where the Dow- 
Jones Industrial Average would be at 
the end of this year. At the time of 
= meeting the average was around 


No. of 
Estimates 


W 
9 


Predicted level 
D 31, 1958 





14 100 to 480.75 
6 to 510.22 


40 (average) 438.95 


At the present time (11/1/58) the 
D-J Industrial Average has already 
pushed 100 points beyond the average 
figure picked by the Wall Streeters. 
How far off will they finally be? 


Probably Schaefer's seven-point system 
of checks and balances has done more to 
rebuild the prestige and effectiveness of 
the Dow Theory than any other contribu- 
tion in modern stock market history. By 
applying these sensitive measurements to 
the market itself, and then correlating his 
findings to the classic Dow Theory, he has 
found a firm foothold where others have 
hit quicksand. Few analysts, for example, 
recognized the clearly bullish tone of the 
Odd-Lot statistics in late 1957 and early 
1958 as rapidly as Schaefer did during the 
past year, and most differed sharply from 
his emphatic bullish interpretations when 
stocks were at basement-counter bargain 
levels. While other Dow theorists and per- 
haps the majority of other analysts saw a 
primary “bear” market and were advising 
liquidation, Schaefer stuck to his bullish 
guns and advised holding all stocks and 
using “reactions to buy more for the sensa- 
tional third-phase rise ahead.” He attrib- 
utes his accurate forecasts to the careful 
testing of every trend. His six-to-twelve- 
month jump on other analysts who were 
predominantly bearish late last year is 
clearly illustrated in the table above. 


New Market Study Predicts 
Profit Stampede 


What’s ahead for the stock market now? 
Schaefer, whose knowledge of “mass in- 
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vestor psychology” is surpassed only by 
his ability to interpret the total Dow 
Theory picture, says: “Seasoned investors 
and newcomers alike are going to be 
startled at the market’s advance during 
the next 24 months. My correspondence 
and discussions with investors indicate en- 
tirely too much bearishness-—too much 
idle money on the sidelines. It provides 
the market with a powerful springboard 
for a bullish advance. As more people re- 
gain confidence in the rise a thunderous 
stampede for profits will result. My studies 
indicate that it is starting now.” To assist 
investors in understanding the reason why 
he expects this historical upmove, accom- 
panied by a tidal wave of mass bullishness, 
Schaefer has just completed his third 
Boom Study since October, 1957, entitled 
“STAMPEDE FOR’ PROFITS BE- 
GINS.” To further help them in picking 
the right stocks to ride upward he has also 
selected and compiled “28 GROWTH 
STOCKS FOR 1959,” (for description, 
see next page). Despite his successful rec- 
ord of calling the bottom of every phase 
of the bull market in the past nine years, 
Schaefer, as this latest study indicates, is 
not an irreconcilable bull about the mar- 
ket. He believes in telling investors what 
they should know, not what they'd like to 
hear. Expecting this next move to blow 
the top off first, he anticipates a major re- 
action as the market reaches its zenith 
around the 900 level in the D-J Industrial 
Average. “This advance,” he says, “will 
be similar to the rise of late 1928, as the 
major bull market in force since mid-1949 
moves slowly toward the rampant specu- 
lative finale of the present boom. How- 
ever, as has happened often before, many 
investors will not be around to trap the 
full benefits from these tremendous profits. 
“They will,” he adds with resignation, 
“have been scared out too early by interim 
reactions along the way up.” ats 
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STAMPEDE FOR PROFITS 
BEGINS © . « serectors rower: Boom study 


Yours Without Extra Cost Under 
Special Introductory Offer! 


“The handwriting is clearly 
on the wall.” according to 
Dow Theorist FE. 
Schaefer, 


George 
who has accu- 
rately timed the early be- 
ginnings of all three phases 
of the present bull market 
which began in 1949. “New 
all-time bull market highs 
for the D-J Industrial Average. coming after three unsuc- 
cessful attempts in the past 2!% years to hurdle the old 
521.05 high. are fairly shouting that the major bull market 
is now resuming its upward surge. After such a long con- 
solidatory base with its numerous intermediate reactions.” 
he adds, “sensationally higher levels are now indicated.” 
Schaefer. who one writer called a “booming. bullish 
voice in the wilderness” as recently as last May. has plenty 
of company now as the market forges ahead. In his newest 
Boom Study “STAMPEDE FOR PROFITS BEGINS.” he 
clearly tells the reasons why his widely followed technical 
and scientific studies indicate a 250 to 300 point rise in 
the Dow-Jones Industrial Average from here within the 
next 24 to 30 months. Don’t fail to get your FREE copy 
of this exhaustive study, plus Schaefer's selection of “28 
Growth Stocks for 1959” and SPECIAL BONUS with the 
following 4-week introductory offer to the Schaefer service 
(described on the right). 








SCHAEFER’S 
“THE DOW THEORY TRADER” 
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- 


YOUR INTRODUCTORY 
OFFER: 


oller to examine 


You don’t risk a penny when you ac 
cept this generous introductory trial 
Schaefer's service which may include all 
of the following 


1. SCHAEFER’S “THE DOW THEORY TRADER''—our weekly 
letter providing unhedged advice as to investment policy 
clusions under the Dow Theory 


2. TREND OF THE AVERAGES 
investment trends 


3. SUPERVISED MODEL ACCOUNTS—INVESTMENT AND SPECULATIVE 
GRADES complete, continuous performance records of our two mode 
accounts under our Dow Theory investment procedure 


4. COMMENT ON INVESTMENT PROCEDURE-a weekly discussion of 
model account procedure 


5. SELECTED SITUATIONS—special groups and selected situations 
within these groups are discussed and analyzed quite frequently and 
are tun:d to the current business picture and future outlook for the 
stock market under Schaefer's Dow Theory interpretations and tech 
nical research 


6. TECHNICAL SUPPLEMENTS 
form 


market 
and con 


vital weekly charts showing important 


special studies 
correlated with the Dow Theory 


7. CONSENSUS OPINION combined near-term trend opinion of 15 
leading market analysts, plus industry groups and individual issues 
most mentioned and favored 


8. THE BUSINESS OUTLOOK an occasional! trend survey and study on 
future business 


9. QUESTIONS AND ANSWERS. important investment questions posed 
by readers are answered periodically 


10. CASE HISTORY NOTES .a special periodic page giving investment 
thoughts, principles, policies and records of subscribers. Our staff 
analysts’ comments will accompany each case study 


11. WASHINGTON NEWSLETTER-an especially written analysis of im 
portant events taking place in our Nation's Capital with an interpre 
tation of their probable impact on stock prices and the 
market 


12. “SPECIAL SITUATIONS’’—periodic reports on special investment 
situations known to few investors—unearthed by our research activ 
ties earmarked for immediate action! 


presented in graphic 


securities 


Fill in the hatnedy 


money ordet 


coupon below, attach check o1 
and receive all of the above material tor 4 
full weeks plus spec ial reports and bonus package of 


Bull Market Studies! 


you! 


ACT NOW! All for only $ 


SCHAEFER'S ‘‘The Dow Theory Trader’ 
3636 Salem Street 
indi P ti 8. 


indi 





Enclosed is $3 covering your special introductory offer 
$3.25 Air Mail. Please rush me your 2 special reports 
with the FREE Bonus Package (4 studies in all) 
start sending complete service for four full weeks 
(F11-15-58) 


anda 


NAME 
ADDRESS 
CITY STATE 


MONEY BACK GUARANTEE! 


if I'm not completely satisfied | understand you will 
refund my money upon notification. 
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IS NOW THE TIME 


T0 SPECULATE. 


IN WARRANTS? 


We believe the growth comparisons 
below will show you, better than 
anything we can say, how the special 
‘leverage’ of warrants can make you 
very large profits — even a small 
fortune —in a short time: While $100 
in Tri-Continental’s stock was grow- 
ing to $1,623 in 45 months, $100 in 
Tri-Continental’s warrants grew to 
$17,200 — or 10.6 times as much. 
And while $100 in Hoffman Elec- 
tronics’ stock was growing to $2,267 
in two years, $100 in Hoffman Elec- 
tronics’ warrants grew to $50,000 
or 22.1 times as much. As you can 
see, $100 in warrants (especially at 
low prices) can do the work of $1,000 
or even $2,000 in growth stocks. 


NEW SPECIAL REPORT 

Now, after an intensive study of 62 
active warrants, our Editors in a 
new Special Report select for you: 
“8 Growth Warrants that Can Offer 
You Big ‘Leverage’ Profits’. 3 war- 
rants in this Report appear bargain- 
priced —and may rebound soon: 
Warrant Selection No. 1, for example, 
is tied to a depressed growth stock 
now selling at only 5 times its cur- 
rent earnings-per-share. We believe 
this stock could rebound quickly to 
its earlier price levels. That in turn 
could, automatically, send the stock's 
warrant climbing quickly — to offer 
you very large teverage’ profits. 2 war- 
; rants in our Report may offer long- 
term growth potential: Warrant Selec- 
tion. No.-8, for example, is tied to an 
aggressive growth-minded stock now 
diversifying into ‘special situation’ 
energy fields, including oil, natural 
gas and uranium. This stock may 
point to big gains. And, because of 
the ‘leverage’ factor, its warrants may 
point to even bigger gains. 3 warrants 
in our new Report appear well-situ- 
ated to lead a rally: One of these, 
Warrant Selection No. 4, is tied to a 
leading stock in missiles. This stock is 
growing now and its ‘leveraged’ war- 
rants could move up even faster 


SPECIAL $1 TRIAL OFFER 

In addition to analyzing ‘8 Low- 
Priced Warrants’, our new Special 
Report tells you what warrants are 

. explains how ‘leverage’ works . . . 
why $100 in warrants can do the 
work of $1000 in stocks . . . and why 
timing is all-important in buying 
warrants. A copy of our new ‘War- 
rant’ Report is yours as a bonus now 
when you send just $1 (new readers 
only) to try our weekly advisory 
service “The Growth Stock Letter’ 
for the next two weeks. Mail this 
ad with your name and address and 
$1 today to Dept. F-18. 


DANFORTH-EPPLY 
CORPORATION 
— Investment Advisers ~ 
WELLESLEY HILLs 81, MAss. 
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MARKET COMMENT 


How’s the Market? 


THE most common question asked in 
investment circles is, “How’s the 
market?” The usual answer is “Up a 
dollar,” or “Down 50 cents,” based on 
the DJ Industrials. Actually, that’s 
no answer at all. Any worthwhile 
statement about “the market” is much 
more complicated than that. It is 
based on what goes on over a period 
of weeks or months rather than on a 
single day’s or hour's trading in 30 of 
the 1,087 common stocks listed on the 
NYSE. Usually these daily or hourly 
transactions ‘are significant only as 
related to what has happened over a 
period of weeks. 

So what is the real answer to the 
question, “How’s the market?”. It 
seems to me one has to look at many 
stocks, not just a few. On October 
30th, for instance, the DJ Industrials 
were up 59 cents at the close—yet on 
that day only 479 of the 1,218 common 
and preferred stocks traded advanced 
while 506 declined and 233 closed un- 
changed. The DJ Average recently 
has been up higher than it was at any 
time in 1955-57 (and so is the more 
comprehensive S&P Index of 500 
stocks), yet less than one third of 
all the NYSE stocks are selling as 
high as their 1955-57 peaks. Further- 
more, while the drugs and many of the 
other blue chips are higher than they 
ever have been, few of- the rails, oils, 
aircrafts, airlines, textiles, metals, 
building supply issues and papers are 
anywhere near their former peaks. 
This stock market is a very hetero- 
geneous affair; stocks do not move all 
together in the same direction or with 
the same intensity. The selectivity 
often is influenced by passing vogues 
difficult to understand except on a 
psychological basis—and no one has 
yet mastered the intricacies of the 
mass mind. 

Right now, it seems to me, the an- 
swer to “How’s the market?” might 
run something like this: 1) Stocks as 
a class are in high vogue; equities are 
abnormally popular. 2) The supply of 
shares, especially “good” shares, is 
restricted by the capital gains tax; 
people can’t afford to take profits, and 
they don’t want to take profits any- 
way. 3) There is a greater willing- 
ness to speculate than in a generation, 
and this speculation spills over to a 
modest extent into low quality issues. 
4) It is largely a “cash” market; most 
people are not trading on margin, and 
those who have margin accounts have 
“thick” rather than “thin” equities. 
5) The public wants to believe the 
best about everything and is impatient 
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with those who 

preach caution. 6) 

We have a trad- 

ing public which, 

broadly speaking, 

never has known 

anything but suc- 

cess with stocks; 

this generation of investors and trad- 
ers never has been through real “un- 
pleasantness.” 7) There are so many 
stocks that bullish interest can flit 
from one issue or group to another 
issue or group and not “exhaust pos- 
sibilities”; when some issues rest, 
others come forward for buying at- 
tention. 8) The market, as measured 
by the averages and by the perform- 
ance of some 50 or 100 special stocks, 
looks higher than it really is; a ma- 
jority of shares are lower than at the 
1955-57 peaks. 9) There is great in- 
vestor confidence, conscious or uncon- 
scious, in the ability of the credit 
authorities and the Government to 
prevent and avoid recessions and de- 
pressions. 10) There is an overall be- 
lief that inflation is a way of life, and 
that common stocks are a_ vehicle 
through which the investor can “beat 
inflation.” 11) Stock ownership is 
amazingly stable, with over 80% of 
the shares not changing hands at all 
over a 12 month period 

This is a pretty strong combination 
of forces, and those who are worried 
about the price level of stocks—and 
clinging to cash—probably are failing 
to take advantage of opportunities. 
It may not be as dangerous to own 
stocks in a situation like this as it is 
not to own them. Of course, we will 
have setbacks from time to time (we 
have had one lately), and the market 
is not a oneway street. But the trend 
is up and it probably will continue up, 
even though prices are high by any 
traditional standard of equity evalu- 
ation. 

Kennecott Copper (98) would ap- 
pear to be a good stock to own. The 
recent 7-cent rise in the price of the 
metal apparently has restored earn- 
ing power to a level where the $6 
dividend rate can be restored. And 
6% is a high return on a stock of as 
good quality as Kennecott. Kenne- 
cott may not have as big a cyclical 
appreciation potential as Anaconda or 
Magma or O’okiep, but it involves 
smaller risks, and it is the type of 
stock more conservative investors 
will buy. 

American Tobacco (91) pays $4 per 
annum plus an extra of $1. This year’s 
earnings should be $8 to $8.50 a share, 
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and a higher dividend rate next year 
is a possibility. This company’s brands 
have been coming along very nicely 
lately. The yield is good, and the stock 
has conservative appreciation possi- 
bilities. It may not be exciting, but 
the most exciting things are not al- 
ways the best investments. 

American Airlines (24%) is being 
bought by intelligent people on knowl- 
edge of the company’s strong position 
in a fast growing industry. This larg- 
est company, with shares more nearly 
approaching investment quality than 
the shares of any other airline, is one 
of the leaders in getting jets into the 
air—and jets promise to be highly 
profitable. This year’s probable net 
of a little more than $1.50 a share is a 
poor idea of what the company can 
show in the future. If you want more 
leverage and greater risks, buy some 
Trans World Airlines (16%) too; 
Trans World has sold at least as high 
as 20 in every year since 1950 except 
1958. TWA could be “exciting.” 

I have been looking over the vari- 
ous recommendations which have ap- 
peared in this column since the first 
of the year, trying to find things to 
sell. Most of the stocks I have sug- 
gested still look like good holdings. 
Without too much conviction, I think 
some profits might be taken in Camp- 
bell Soup (46) first recommended 
around 32-34; this stock normally is 
a rather slow mover. I'd rather have 
Ford Motor (46) for instance, feeling 
that is has bigger profit possibilities 
and is essentially cheaper . . . I think 
Beech Aircraft (31) probably is not 
as cheap a stock as backward Twen- 
tieth Century-Fox (33), which may 
earn close to $4 a share this year and 
may pay a higher dividend .. . I think 
J. C. Penney migh be switched into 
Kennecott, mentioned above .. . Ry- 
der Systems (35) may be a trifle fully 
priced right now (suggested at 21 and 
higher) but growth will make the 
stock worth more eventually and I 
would not sell it unless I were an im- 
patient speculator . It is difficult 
to teach people that they make more 
money with the seat of their pants 
than with the soles of their feet. 

The benefits of dieselization, the tax 
advantages incident to the retirement 
of steam locomotives and some im- 
provement in coal traffic should make 
high quality Norfolk & Western (82) 
able to earn $10 or $12 a share and pay 
a higher dividend. I think it is an out- 
standing quality stock to own 
Back last May I questioned the popu- 
larity of bonds; right now I question 
their unpopularity. Without recom- 
mending that you sell stocks and buy 
bonds, I think bond prices probably 
will improve . The Oils are back- 
ward, and for good reason. Earnings 

(CONTINUED ON PAGE 73) 
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is there reason to believe that the ulti- 
mate market top is still far off (even after 


the rise of the past year)? 


Are Drew Odd 


Lot Indexes by their current behavior say- 
ing that the stock market may be in similar 
position to the fall of °54 when the bull 
market—already running for a year —still 
had a year and a half and 175 points to go? 
Long range—and intermediate—BOTH dis- 
cussed in late Drew Odd Lot Studies—four 


issues FREE with month’s trial at $5. 


AIR MAIL. 


DREW 


ALL 


INVESTMENT 
ASSOCIATES 
53 State St., 


Boston r-2s 


Originator and recognized interpreter of Drew Odd Lot Indexes 
a measure of stock market psychology indicating future trends. 











35 Growth Stocks 


. . » Which for new profits now? 


Lockheed Aircraft 
Eastern Air Lines 
Kaiser Aluminum 
ABC-Paramount 


U. S. Plywood 

Freeport Sulphur 
Container Corp. 
Continental Can 


GROWTH STOCK REPORT resorts to no time-worn 


no words in its market recommendations. The only 


capital through investments in selected trading and gro 


explicit ‘‘timing’’ advice on each of these stocks 
trial subscription to the complete GSR service 
of the amazing record of this service 
ever been left ‘‘holding the bag" 
recommendation @m advance 
on each stock et all times 
Send Just $1 Today for 


service plus a complete 


NAME 
ADDRESS 
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,UP 20,700%., 


Yes, in a 4-year period, " K.O. WARRANTS 
showed the above percentage gain, a $500 in- 
vestment appreciating to $104 000. The WAR- 
RANTS of Richfield Oil, Tri-Continental and 
Atlas Corp. had comparative rises. WAR- 
RANTS move faster and further than any 
other type of security 

If you are interested in capital 

appreciation, be ure to read 


“THE SPECULATIVE MERITS 
OF COMMON STOCK WARRANTS” 
by Sidney Fried 


It discusses Warrants in their different phase 
—explores many avenues of their profitable 
purchase and sale—describes current oppor- 
tunities in Warrants 

For your copy send $2 to the publishers 
R.H.M. Associates, Dept. F-119, 220 Fifth 
Ave., New York 1, Y., or send for free 
descriptive folder. 
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which to buy 
In addition, we will send you a candid accounting 
for the critical Jan 
in the stock market 
acquainted with this unique service which clearly states the growth ¢ 
and keeps you fully 


a full 


Growth Stock Report (Dept. AF 7) 
922 Laguna St., Santa Barbara, Calif. om 18 stocks above 


Owens-Corning 

Nat. Cash Reg. 

Royal Dutch Pet. 
Chomp. Paper East. S. Steel 
hedges’’ of stock market forecasters 
of GSR is to help you increase 
wth opportunities. For only $1 
sell or hold—plus a full 4 


Magnovor 
Denver Rio G. 
Armco Steel 


minces 
you 
you will receive 
week 
June 1958 period. If you have 
you owe it to yourself to become 

sbiective of every 
alerted to the action to take 


1 week trial subscription to this 
and method and accounting of 


unique 


plan results 


Just mail the coupon below 


Please air mail 4 week trial sub- 
scription giving unhedged nd vie e 
ve Ir 


v lude 
complete plan and m ethe 4 and 
€ month review at o € xtra 
cost. Enclosed } $1 








OVER-THE-COUNTER 
$5.0 INVESTOR’S KIT 


Now —for only $5.00—you can obtair 
unique INVESTOR'S KIT to 4 ver ) 
counter securities market we largest 
stock market and financial birth ple ace ¢ 0 
morrow’s growth companies SS.) br ings 
you six month's subscription to Ove ) 

Counter Securities Review only m ne 
devoted exclusively to unlisted st« ks A ‘D 
a copy of Over-the-Counter Securities Hand 
book, comprehensive guide to more than 
1,000 O-T-C securities. Regularly perces at 
$7.50. For your KIT now send only im 


OVER-THE-COUNTER SECURITIES REVIEW 


Dept. 5 Jenkintown, Pa. 


this 
the 


P.S. For a copy of the current prospectus 
of Over-The-Counter Securities Fund 
Inc., please write Section 5, OCSF., 
land, Pa. 


Ore- 











WANTED 
TO BUY 


MANUFACTURING COMPANIES with 
products selling through the stationery field. 


As part of our Company’s broad ex- 
pansion program, we are interested in 
acquiring products now sold in the 
stationery retailing field. Products 
must be compatible with our present 
national distribution system, but need 
not be related to our APSCO line 
of pencil sharpeners, staplers, paper 
punches, ete. 
We will buy, for cash, the products 
alone or the entire company. Compa- 
nies in all size ranges are invited to 
inquire. 
APSCO was established in 1907 and 
is rated AAAI. Please investigate 
through your representative. or write 
us direct: 

APSCO PRODUCTS Inc., DIVISION AAR 

P. 0. Box 840, Beverly Hills, California 


BRANCHES — TORONTO, CANADA - ROCKFORD, ILLINOIS 
LOS ANGELES, CALIFORNIA 


DID YOU GET THESE BIG 


COMMODITY 
PROFITS 


all taken since July lst? 


COCOA 100% to 200% 
COTTON 100% to 130% 
Cotton Spreads 161% & 44% 
SOYBEANS 50% 
SUGAR 67% 
WHEAT 71% & 81% 
Take advantage of the low margins 
and tax saving opportunities in these 
fast swinging markets. Our new, 
safer approach to commodity profits 
helps even small investors to build 
capital and income quickly. Send for 
recent trading bulletins. 


COMMODITY FUTURES FORECAST 


90 West Broadway, New York 7, BArclay 7-6484 





























Making Profits in 
STOCKS 
by POINT and FIGURE technique 


This method of market analysis builds your 
independent judgment in helping to select 
the right stocks at the right time. Widely 
used by professional traders and investors 


for Making Market 


Them. 
FREE ON REQUEST 


Literature, on Figure Charts of Stocks and 
Commodities ...a daily price change 
service ... and instruction material. All 
will be sent free on request. Just write 
for Portfolio F-57. 


MORGAN, ROGERS & ROBERTS, Inc. 
64 Wall Street * New York 5, N. Y. 


Profits—and Keeping 
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STOCK ANALYSIS 


Taking Stock 


More than 95 million shares changed 
hands on the New York Stock Ex- 
change last month, the heaviest 
volume in more than a quarter of a 
century. Of course, far more shares 
are listed on the Exchange today 
than in 1933, which means that the 
rate of turnover is not nearly as fast 
as it was then, but circumstances 
have changed so much than any com- 
parison with the period of the late 
‘twenties to the early ‘thirties is 
rather meaningless. There are four 
principal reasons: 1) the imposition 
of a tax on long-term (over six 
months’ holdings) gains of up to 
25°.; 2) taxing all short-term capital 
gains as income, a severe handicap 
for the trader; 3) much higher com- 
mission rates, making in-and-out 
trading rather costly; and finally 4) 
the much greater importance of insti- 
tutional investors (pension funds, 
trusts, mutual funds, etc.) which buy 
stocks for permanent investment 
rather than for sale at a profit. 

Therefore, when trading grows to 
the huge volume reached last month— 
50% more than a year ago, and about 
100% greater than in any October 
in the past 20 years prior to 1957— 
it becomes a matter of significance 
which should not be minimized. This 
market is running a fever, and we 
would be well advised to keep a finger 
on the pulse to learn—in time, we 
hope—when the situation becomes 
dangerous. 

At present the market seems to 
have some difficulty rising above its 
mid-October peak. It may require 


| either a period of consolidation or a 


somewhat sharper correction than we 
have had this year, but eventually 
the market is likely to rise to new 
highs. This prediction is made with 
a fairly high degree of confidence be- 
cause the business outlook for at least 
the next six months is distinctly fa- 
vorable, and it would be unusual if 
stock prices would reach their peak 
that far ahead of the business indices. 

Around this time of the year every 
tax-conscious investor should make 
a rough estimate of capital gains and 
losses realized so far this year, taking 
into account any loss carry-over from 
the preceding year. If one has taken 
substantial capital gains, especially 
short-term gains, it may be profitable 
to realize offsetting losses that are avail- 
able. Whether it pays or not is a mat- 
ter of simple arithmetic. For obvious 
reasons it is much more profitable to 
take a large loss in a high-priced 
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stock than com- 
paratively small 
ones in low-priced 
stocks. 

Tax -conscious- 
ness should not 
be carried too far, 
however. Many a 
time it would have been better to take 
a short-term profit (and pay the tax) 
than to hold the stock for six months 
and then wind up with a loss. As far 
as long-term gains are concerned, 
there is no way to escape the tax un- 
less you are prepared to have the 
particular investment wind up in your 
estate. This is a realistic approach for 
people of advanced age. Others, with 
an actuarial life expectancy of twenty 
or thirty years or more should not tie 
themselves down to any but the most 
deserving investment merely in order 
to avoid paying a capital gains tax. 
After all, so long as you can keep 
at least 75c of every one dollar capital 
gain, Uncle Sam is not giving you too 
bad a break. 

A few readers have asked, some of 
them in sort of a complaining way, 
that this column should follow-up on 
previous “recommendations.” Such 
requests are based on the misconcep- 
tion that this column is meant to be a 
supervised investment advisory serv- 
ice. This function should be _ per- 
formed on an individual basis; it can- 
not possibly be done satisfactorily 
within this framework. 

Furthermore, our comments on in- 
dividual stocks are not necessarily 
“recommendations” and they are most 
certainly not “tips.” They are in- 
tended to draw attention to situations 
which, in our opinion, have merit as 
investments or as speculations. As 
space does not permit to give much 
more than the sketchiest description 
of any particular security, a careful 
investor should gather sufficient ad- 
ditional information to allow him to 
reach his own conclusion. If he buys 
a stock mentioned here, the respon- 
sibility to keep up with the affairs of 
the company rests with him—not with 
us. It would become a very dull 
column indeed if we were to rehash 
the same subjects again and again. 

In deference to the request of some 
readers I have gone over all the stocks 
I have mentioned in this column dur- 
ing the past year or so. Many of them 
are “general market” stocks rather 
than situations of a special nature. A 
few comments on some issues in the 

(CONTINUED ON PAGE 74) 
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HOW TO MAKE 
OIL STOCK PROFITS 


New Book Outlines 2 Special Methods 
UNDER TODAY’S CHANGING CONDITIONS 


There are 2 special methods of making large extra profits in oil stocks... which are particularly 
good under today’s conditions. These “methods” have made some handsome profits for investors in the 
past (some examples are below). Now however, because of the oil industry’s urgent need for reserves, 
we believe you will see more and more of these situations developing which will bring great 
stock profits to investors. 

As a guide to these extra-profit situations, we have prepared a new 56-page Study and a Supple- 
mental Report: 


“HOW TO MAKE OIL STOCK PROFITS TODAY” 
Both Only $3.85—With A 10-Day Free Inspection 
7 STOCKS FOR PROFITS IN METHOD +1 


Special Method +1—Buy stocks in small, successful, non-Middle East oil companies where the stock 
of the company’s proven oil reserves. 


price is well below the “asset value” 





Big oil companies often buy up these kinds of companies for their reserves. 
this has happened, the stocks of the smaller companies have usually gone up 
sharply. Under today's conditions, we believe that there will be more and more 
of these “buy-outs” and at much higher prices. 


HOW EXTRA PROFITS ARE MADE ON “BUY-OUTS”’ 


In July, 1955, MONSANTO “bought out’ LION OIL. Monsanto, on a stock 
exchange basis, Paid $68 per share for Lion. Lion's stock, selling at 4354 in 
April—went to 74! in September. 

GULF OIL “bought out” WARREN PETROLEUM in Nov. 1955. On an 
exchange of stock, Warren's stockholders got a value of $68 per share and War- 
ren's stock went from 48 to 71!4. 


Whe 

- Get Detailed Write-Ups And 

“Special Method’’ Recommenda- 
tions On These 85 Oil Stocks 


Alaska Oil & Mineral Midwest Oil Co 

Amerada Petroleum Monterey Oil Co. 
American Petrofina Murphy Oil Co. 
Anderson-Prichard Ohio Oil Co 

Argo Oil Co Pancoastal Pet 

Arkansas Fuel Oil Pantepec 

Asamera Oil Peruvian Oils & Minerals 
Ashland Oil Phillips Petroleum 
Atlantic Refining Plymouth Oil Co. 

Aztec Oil Pure Oil Co 


The “7 Special Stocks Picked For Extra ‘Buy-Out’ Gains” should do as well .. . 
and probably much better than Lion Oil or Warren Pet. One of the 7 looks very 
interesting now. Still selling at 8, this issue has an ‘asset value” of nearly $14 
per share. And we feel that any “buy-out would be many points over 14. 


21 STOCKS FOR PROFITS IN METHOD +2 


Special Method +2 — Buy stock in a company which has land spreads, royalty 
rights, farmouts or other interests not in the Middle East. The scramble for 
safe oil will probably mean that discoveries on or near the company's land 
will jump the stock price faster and higher than such discoveries in the past. 

Our Supplemental Report selects “21 OILS WITH PROMISING FOREIGN 

DRILLING PLAYS.” None are in the Middle East. 8 are “special” low-priced 

speculations. 


EXAMPLES OF PROFITS IN LOW-PRICED 
BIG-DISCOVERY SPECULATIONS 


In 1955, WOODLEY PET. was the talk of the market. It “hit” in Saskatche- 
wan, Canada and the stock shot from 3914 in December 1954 to 75 in March 
1955. In mid-1956, Sinclair hit oil about 300 feet away from some of PAN- 
COASTAL's Venezuelan acreage . . . jumping the stock from 14% to 137%! And 
when low-priced CUBAN AMERIC AN OIL hit a 600 barrel-a-day discovery in 
Cuba .. . the stock went from 17% to 4 in about | month! 
In our special Supplemental Report, you will find one low-priced stock with 
less than 700,000 shares, but with many interests in the U.S. and also a 
highly promising 600,000 acre spread in Turkey. There is another with an 
unusual position in Venezuela ... and a 50% interest in one ‘success’ with 
Texas Co. as its partner. A third holds considerable speculative merit in Alaska. 


NO-RISK OFFER FOR BOTH THE 





Bandini Petroleum 
Barnwell Offshore 
Bolsa Chica 

British Petroleum 
Canadian Atlantic Oils 
Cataract Mining 
Champlin Oil 

Cities Service 
Colorado Oil 
Continental Oil 
Cosden Petroleum 
Creole Petroleum 
Crescent 

Cuban American 
Cuban Ven. Oil V.T 
Dethi-Taylor 

Drilling & Exploration 
Equity Oil Co 
Felmont Petroleum 
General American 
General Crude 

Gulf Oil Company 
Hancock Oil 
Honolulu Oil Co. 
Humble Oil 

Humber Oils 

Husky Oil 

internat’! Petroleum 
Intex Oil 
Kerr-McGee 
Kingwood Oil 
Lobitos Oilfields Ltd. 
Middle States Pet 


Richfield Oil 
Rimrock Tidelands 
Royal Dutch Pet 
San Jacinto Oil 
Shell Oil Co 

Shell Transport 
Siboney Carib. Pet 
Signal Oil Co 
Sinclair Oil 

Skelly Oi! 
Socony-Mobil 

S.0. California 
S.0. of Indiana 
S.0. of New Jersey 
$.0. of Ohio 

Sun Oil Co 

Sunray Oil 
Superior Oil Co 
Texas Co 

Texas Gulf Prod 
Texas Pacific Coal 
Texota Oil 
Tidewater Oil 
Trans Cuba 
Uitramar Co. Ltd 
Union Oil & Gas 
Union Oil of Calif 
United Cuban 
Western Nat. Gas 
White Eagle inter 
White Eagle Oil 
Woodley Petroleum 








56-PAGE STUDY AND 
SUPPLEMENTAL REPORT 


The price of this major Study on “HOW TO MAKE OIL 
STOCK. PROFITS TODAY” is only $3.85. With it, you 
will receive, at no extra cost, the Report on “21 OILS 
WITH PROMISING FOREIGN DRILLING PLAYS.” 
Send no money now. You may inspect both for 10 days 
at our expense. At the end of that time you send us $3.85 
as full payment — or return the Study and owe us nothing. 
The Report on 21 Oils With Promising Foreign Drilling 
Plays is yours to keep in any case. Take advantage of this 
offer now. MAIL THE COUPON TODAY. 


ForBES, NOVEMBER 15, 1958 


OIL STATISTICS CO., INC., 


BABSON PARK, MASS. 


Please send me, for 10-day free inspection, copies of your new 
Study “HOW TO MAKE OIL STOCK PROFITS TODAY” and 
the Supplemental Report on “21 OILS WITH PROMISING 
FOREIGN DRILLING PLAYS.” At the end of 10 days, I will 
send you just $3.85 as full payment — or return the Study and 
owe you nothing. In any case, the Supplemental Report is mine 
to keep with your compliments. (New readers only.) 


NAME 
STREET 


CITY STATE 





The different features of 


Incorporated 
Investors* 


are explained in 
free prospectus 


*A mutual fund investing in a list of 
securities selected for possible long- 
term growth of capital and income. 


DD, onccenaccacoosonceaseeseaseecosen 
THE PARKER CORPORATION F-36 
200 Berkeley St., 
Boston, Mass. 


Please send Prospectus on Incorporated 
Investors 





An open end investment com- 
pany, concentrating on the 
securities of companies in in- 
dustries such as Oil, Natural 
Gas, Atomic Energy, Electric- 
ity and other activities related 
to the energy fields. 

No Commission or Selling 

Charge of Any Kind 


Offered at net asset value, redeemable 
at 99°) (remaining 1% being retained 
by the Fund) 


SEND FOR FREE 
PROSPECTUS. . . 
Write to Dept. F 


Distributor 


RALPH E. SAMUEL & CO. 


Members N. Y. Stock 
Exchange 

115 Broadway, WN. Y. 6 
CO 17-8600 











THE FUNDS 


BORN IN DUNDEE, 
REARED IN MANHATTAN 


Not unexpectedly it was hard- 
headed, highly educated Scotsmen 
from the gruesome jute and herring 
town of Dundee who first had the idea 
of pooling their savings to invest them 
jointly in corporate bonds and stocks. 
These men _ watched every §far- 
thing because there weren’t so many 
to watch. Banded together they could 
obtain the same investment advan- 
tages as the merchant princes: infor- 
mation; the respectful attention of 
supercilious London brokers: above 
all, diversification—putting their eggs 
into a great number of corporate bas- 
kets ranging over the whole field of 
industry. None of these advantages 
could they have had as individuals. 

Thus was born the ancestor of the 
modern mutual fund. But for all this 
long history, it was not until the pas- 
sage of the Investment Company Act 
of 1940 that mutual funds in their 
present form became practical in the 
U.S. It was American ingenuity, too, 
that made possible the next big step 
in mutual fund investing, in many 
ways, perhaps, the most important 
step of all. Mechanical accounting on 
business machines made it possible 
for funds to accept investments on the 
installment plan. By opening the 
way for funds to gather in the regu- 
lar savings of small investors, the 
accumulation plans, as they are called, 
tapped a whole new market. 

Accumulation plans, of course, are 
simplicity themselves. The investor or 
“planholder” puts aside so much each 
month. These plans are astonishingly 
flexible. Some funds accept as little 
as $10 or as much as $2,500. The fund 
furthermore gathers dividends and 
capital gains distributions even on 
fractions of shares, and reinvests them 
in more shares and fractions of shares. 
And the fund does all the book- 
keeping. 

Thus in effect the planholder is 
investing his money at compound in- 
terest. And since a properly diversi- 
fied fund will rise and fall with the 
economy—or at any rate with the 
market-—as a whole, the planholder 
has a pretty stout shield against 
inflation. 

Another advantage to 
monthly investing 
mathematical gimmick, dollar cost 
averaging. “Can you tell me what 
the market will do, Mr. Morgan?” 
asked the decorative lady. “I can, 
Madam,” said the great J.P., “it will 


regular 
is that curious 


fluctuate.” By investing a fixed sum 
at regular intervals in a fluctuating 
market, you actually buy more shares 
when the market is low than when 
it is high, thus getting your shares 
at less than the average market price. 

These plans come in two main 
types: voluntary and_ contractual. 
Voluntary plans are for the strong- 
minded, since you may omit pay- 
ments at will. Many funds will ter- 
minate your plan, however, if you do 
not make a payment for a whole six 
months or a year. ' 

In contractual plans you agree to 
pay a fixed sum every month for 
(usually) ten years. Contractual plans 
have some tenuous tax advantages, 
but the big disadvantage is that 
your whole ten years’ sales charge is 
taken out of your first years’ pay- 
ments. “That puts strong pressure on 
you to complete your program,” say 
the contractual salesmen, but it also 
can be costly if you have to drop out 
before the agreed period of years. 

It adds up to this. Accumulation 
plans are a handy way to pile up a 
good-sized sum of money: $100 a 
month for 10 years adds up to $12,000 
even without counting dividends and 
the compounding of dividends. But, 
remember, you are taking on a long- 
term commitment. Make certain you 
have picked a fund you are willing to 
stay with and be sure you understand 
the details of the kind of plan you 
choose. 


STRANGE GROWTH ISSUES 


“You can’t go wrong,” observed Imrie 
de Vegh some years ago, “buying 
Royal Dutch and IBM.” As Presi- 
dent of New York’s de Vegh Mutual 
Fund and de Vegh Investing Co.., 
Hungarian-born economist de Vegh 
put his dollars where his mouth was, 
loaded his two small mutual funds 
heavily with both issues. 

But last month Imrie de Vegh 
seemed finally to be cooling on his 
two longstanding favorites. From his 
$16.9-million de Vegh Mutual Fund 
portfolio (at September 30), founder 
de Vegh had trimmed during the 
third quarter 3,000 shares of Royal 
Dutch (leaving 8,000) and 895 IBM 
shares (leaving 3,000). 

What did de Vegh replace them 
with? Investors who thought he 
would choose other “growth” stocks 
were rudely surprised. His biggest 
new commitment was in rail .stocks. 
He bought eight of them: Atlantic 
Coast Line, Illinois Central, Pitts- 
burgh & Lake Erie, St. Louis South- 
western, Southern Pacific, Texas & 
Pacific and Western Pacific. In fact, 
de Vegh had raised his rail group to 
12%. of his net assets. 

Actually, however, de Vegh had not 
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HOW I STARTED 
A NEW LIFE 
THIS YEAR 


By a Wall Street Journal 
Subscriber 


I work in a large city. I noticed that men 
who read The Wall Street Journal are 
better dressed, drive better cars and have 
better homes. 

“What is their secret?” I asked my- 
self. I started making discreet inquiries. 
I found that men who are well off have 
to have the information in The Journal. 
And average fellows like me can actually 
win advancement and build up increased 
incomes by reading The Journal. How do 
I know? Because not long ago I sent 
for a Trial Subscription. It has put me 
ahead already. 

This story is typical. The Journal is 
a wondertul aid to men making $7,500 
to $25,000 a year. To assure speedy de- 
livery to you anywhere in the US., The 
Journal is printed daily in five cities — 
New York, Washington, Chicago, Dallas 
and San Francisco. 

The Wall Street Journal has the largest 
staff of writers on business and finance. 
It costs $24 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $7. Just send this 
ad with check for $7. Or tell us to bill you. 
Address: The Wall Street Journal, 44 
Broad St., New York 4, N. Y. FM11-15 











How $5 for Barron’s Put a 


FINANCIAL 
CUSHION 
UNDER ME 


By a Barron’s subscriber 


Like many other men, I was a hit-or-miss 
investor—who too often missed. One day I 
saw a Barron's ad_in the paper, and it made 
sense So I sent in my $5 for a trial subscrip- 
tion 

I remember the first issue I got, because it 
changed my thinking about a stock I was 
going to buy. 

Since then, every issue of Barron's has 
given me information on industries and on a 
number of companies. Barron's tells me how 
they are doing and where they are going—the 
kind of information I've got to have to pick 
good investments instead of lemons. 

That's how Barron's has helped me increase 
my capital. In six and a half years, I've put a 
total of $11,000 into securities. That's about 
$1700 each year. The way I've invested it, and 
reinvested my dividends, it has grown to a bit 
over $28,000—with the help I got from Bar- 
ron's. 

No other business or investment publication is 
like Barron’s. It is written for the man who makes 
up his own mind about his own money. It is the 
only weekly affiliated with Dow Jones, and has full 
use of Dow Jones’ vast, specialized information in 
serving you. 

Barron's subscription price is $15 a 
you can try it for 17 weeks for only $5. 
subscription brings you: 

Everything you need to know to help you handle 
your business and investment affairs with greater 
understanding and foresight . .. the investment 
implications of current political and economic 
events .. . the perspective you must have to an- 
ticipate trends and grasp profitable investment 
opportunities. 

See for yourself how important Barron’s can be 
to you in the eventful weeks ahead. Try it for 17 
weeks for $5. Just tear out this ad and send it 
today with your check for $5; or tell us “fo bill 
you. Address: Barron’s, 392 Newbury St., Boston 
15, Mass. F-1115 


year, but 
his trial 


FORBES, NOVEMBER 15, 1958 


Indexes use weekly closing prices 

Fund indexes assume reinvestment 

of capital gains at net asset value 
Sanaa ‘ 


really cooled on IBM. The fund's big- 
gest position is still its $1.2 million 
worth of the issue. But de Vegh’s 
bigger fund no longer sells new shares 
(though the smaller, no-load de Vegh 
Investing does). Thus, to buy one 
stock for its portfolio it has to sell 
another. So, say de Vegh aides, the 
sale of IBM and Royal Dutch chiefly 
reflected a belief that the rails were 
likely to move further and faster in 
the near future. It was no disen- 
chantment with either IBM or Royal 
Dutch as such. 


NO WORRIES 


ArE mutual funds more worried now 
about a market break than a year 
ago, when the autumn collapse ripped 
almost $1 billion from their portfo- 
lios? Apparently not, according to 
figures disclosed by the National As- 
sociation of Investment Companies 
At September 30, reported the NAIC, 
total net assets of its open-end com- 
panies had leaped 31% to $11.8 bil- 
lion from $9 billion a year earlier 

Holdings of cash, U.S. government 
and short-term bonds leaped 32° 
from $529 million in September, 1957 
to $669 million this year. Thus the ratio 
of reserves to net assets—roughly 6c 
to each $1 of assets—remained almost 
exactly the same despite the fact 
that the market was _ considerably 
higher in September, 1958. So if the 
funds were worried about the level 
of the market, they certainly weren’t 
showing it by any switching from 
stocks to cash. In fact, during the Sep- 
tember quarter, the NAIC’s 146 open- 
end members companies, aided by a 
big inflow of new money, bought $852 
million worth of securities, sold some 
$540 million worth. 











WINCOME... 


Now ? 
Keystone Income Fund 


A Mutual Investment Fund 
in securities selected for 


CURRENT INCOME 


LATER? 
Keystone Growth Fund 


A Mutual Investment Fund 
for possible long term 
growth of capital an 

FUTURE INCOME 


THE KEYSTONE COMPANY, 
50 Congress St., Boston 9, Mass. 


Please send me prospectus describing 
© Keystone Income Fund 
© KeystoneGrowth Fund 5.7 


Name 
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AREA RESOURCES BOOK at 


ca) 


New book 
explains why | 
the area we 
serve offers 
so much 
opportunity 
to industry. 


UTAH 
POWER 


Write for FREE COPY 
Box 899, Dept N 
Salt Lake City 10, Utoh 








6 LIGHT 


Serving in 
Utah-Idaho 
Colorado- Wyoming 


Allied Chemical 
Corporation 


DIVIDEND 


Quarterly dividend No. 151 
of $.75 per share has been 
declared on the Common 
Stock, payable December 
10, 1958, to stockholders of 
record November 14, 1958. 

RICHARD F. HANSEN 


Secretary 
October 28, 1958 


lied 
hemical 


Continuous Cash Dividends Have Been 
Paid Since Organization in 1920 








Candidates 
For 
Stock Splits 


Prices, carnings prospects and com- 
pany policies all point to the possi- 
bility of a stock split or large stock 
dividend for each of the issues ex- 
amined in this special recent study. 


Opportunities in 
Blue Chips Behind 
the Market 


Although the “averages” have re- 
cently been hitting all-time highs, a 
number of high grade stocks are cur- 
rently selling substantially below their 
highs of recent years. This study pre- 
sents a group of such issues which are 
Each one in the group is of better practically assured of recovery while 
than average investment quality. currently yielding up to 6%. 


These two special studies, which will be sent free by return mail to all new subscrib- 
ers, are but two of the hundreds brought to FINANCIAL WORLD subscribers 
each year—to enable them to enjoy more income now and more income and capital 
in the future. 

FINANCIAL WORLD devotes itself entirely to your investment <p ee you 
to make the best possible decisions to pile up dividend income and capital gains. A 
weekly feature—typical of the investment aids you get in FINANCIAL WORLD—is 
the Investment Service Section which lists the most attractive Common Stocks for 
Growth; Common Sto whe for Income; Common Stocks for Income and Appreciation, 
and Bonds and Preferred Stocks. 


With its Added Services, a subscription to FINANCIAL WORLD represents the most 
complete and reliable investment “kit” we have devised in 56 years of successful 
service to the investor. 





“lt would not discontinue the service and information you give for many times 
the $20 it costs,"" writes R. C. L., Illinois. 


HERE’S WHAT YOU GET: 


BASIC FACTS AND RATINGS—The famous FINANCIAL WORLD “Independent Ap- 
praisals of Listed Stocks” 48 to 64-page pocket-size guide to nearly 2,000 stocks sent each 
month to every subscriber. Detailed one-line digests on price range, earnings, dividends. 
Independent rating for income and profit. (If available elsewhere would cost up to $24.) 
NEW FACTOGRAPH—The NEW 44th Edition of the annual “Stock Factograph” Manual 
—a 304-page indexed guidebook of more than 1,800 stocks—50,000 pertinent facts that 
highlight ' t A good points and bad of listed stocks make the Factograph indispensable 
in judging security values. (Sold separately for $5.) 

PERSONAL ADVICE-BY-MAIL—Specialized, personal and confidential advice about any in- 
vestment that interests you—as often as four times a month. The best and most con- 
sidered opinion we can mail you on any ~ i wy stock—the most seasoned advice 


we can eye you on whether to buy, sell or . (Available free to subscribers, can't be 
purchased alone at any price.) 


ALL IN ADDITION TO- 


1 eres OF INVESTMENT OPPORTUNITIES—A full year's eripectetion | to FINANCIAL 

RLD—52 fact-packed issues of a magazine published to give you ideas for money- 
amon and money- ve. to catch new financial trends as they Start, to let you profit 
from the most attractive investment opportunities available. (Costs $26 at newsstands 


without the above services.) 
if that sounds like $20 worth of tax-deductible expense to 

increase your income, improve :our portfolio and help > eusiaee investment 
success .. . just send your check or money order with name aad address to Dept 
FB-1115. (26-week trial offer includes all of the above for $12.00.) 


FREE—IF YOU ACT NOW! 
You will receive with your annual or semi- -annual subscription a copy of “How to 
Invest Profitably in ANY KIND of MARKET,” 72-page booklet on the basic principles 
of successful investment. Includes chapters on Planning a Portfolio e How to Read 
Market Action e Growth Stocks e Income Stocks e What to Look For in Mutual 


~~ FINANCIAL WORLD 


Dept. FB-1115— 17 Battery Place, New York 4, N. Y. 


. $20 that will 


LURIE 


(CONTINUED FROM PAGE 56) 





(which should lessen now that Kenne- 
cott is absorbing Okonite). 

There is little “inflation” in Westing- 
house Electric, what with a $3.75 per 
share 1958 earnings potential, a 
strengthened management and com- 
petitive position and a dominant 
position in atomic energy. This is the 
only company whose atomic energy 
activities are “in the black.” The big 
unknown is the first half lag in heavy 
equipment buying by utilities, which 
will “hurt” 1959 apparatus profits. But 
other “pluses” could easily predom- 
inate (such as a pick-up in industrial 
equipment) and profit margins have 
improved in appliances. The utility 
industry is installing a great deal of 
generating capacity this year which 
will be idle in 1959 unless the trans- 
mission and distributing equipment 
is bought. 

Everyone “likes” a low-priced 
speculation, which brings to mind 
Pacific Uranium around 6 over-the- 
counter. This company is a partner 
in Kerr MacNuclear Fuels with Kerr- 
McGee and is in a position to estab- 
lish comfortable earning power when 
the mill starts in the near future. 
The stock is well worth checking by 
those in a position to assume the 
obvious risks. 

There are off-the-beaten-path val- 
ues in European securities such as 
Royal Dutch and Shell Transport 
(listed on the New York Stock Ex- 
change) and top notch but little 
known companies traded over-the- 
counter, such as Phillips Lamp, Im- 
perial Chemical Industries, etc. With 
the Russian Bear growling in other 
parts of the world and Western Eu- 
rope’s economic position strong, it’s 
not difficult to make a case for ex- 
panding one’s security horizons. Your 
broker can help you with the details 
for these are major companies where 
information is readily available. 











INCREASE YOUR PRESTIGE 


it pays off! Exciting, profitable things can happen 
to the man whose book is published under our Z, 


Advance release of Forses columnists’ 
regular articles, excepting Mr. Lurie’s 
will be airmailed to readers on the day 
of their writing. Rates on request. 


ACCOUNTS $10 000 
INSURED TO ’ 
Get our FREE LIST of 
INSURED Federal Sav- 
ings Assns. paying up to 
4% per annum quarterly. 


ALBERT J. CAPLAN & CO. 


Members: Phila.-Balto. Stock Exch. 
Boston & Pittsburgh (Assoc.) 


1516 Locust St., Phila. 2, Pa. 


plan. He gains recognition. Our books are written 
up in the N. Y. Times, Saturday Review, Winchell, 
Ladies’ Home Journal and all key media. 





FREE! The behind-the-scenes story of book pub- 
lishing revealed in two brochures. Learn how you 
can get 40% royalties, local-national publicity 
and greater social-professional stature. Prompt 
editorial appraisal of manuscripts. Write $. Evans 


Exposition Press, 386 4th Ave., N. Y. 16 


BOOK MANUSCRIPTS 


CONSIDERED 
by cooperative publisher who offers authors early 
publication. higher royalty, sottenst distribution, 
and beautifully designed 1 5 pcs wel- 
comed. Write, or send your MS. direct! 
GREENWICH BOOK PUBLISHERS, a 
Atten. MR. MELLON, ase FIFTH | 


SUBSCRIPTION RATES: United States and 
Canada, 1 year $6; 2 years $9. Foreign and 
Pan American. $4 a vear extra 


SUBSCRIPTION SERVICE: Please mail sub- 
scription orders, correspondence and in- 
structions for change of address to: 


FORBES FULFILLMENT SERVICE 
70 Fifth Avenue 
New York 11, N. Y. 


CHANGE OF ADDRESS: Please send old 
address (exactly as imprinted on mailing 
label of your copy of Forses) and new 
address (with zone number if any); 
allow four weeks for change-over. 








UNG POWER = SF7UNG PRESSURE 
VS 
in the Stock Market! 
Send $1 for latest Report F or $5 for month’s 
trial on prompt refund basis if not satisfied. 
LOWRY’S REPORTS, Inc. 


Established 1938 
250 PARK AVE., NEW YORK 17, N. ¥. 


| 
| 


NEW YORK 17. N. 
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this year, especially for domestic com- 
panies, ate sharply lower. I would 
begin to buy some of the better oils, 
and I would concentrate in the inter- 
nationals rather than in the domestics. 
I especially like Standard Oil of 
California and British Petroleum (the 
cheapest of all the shares of big oil 
companies). I prefer to own oil com- 
panies with a high foreign emphasis 
in production and distribution. 

Broadly speaking, I do not think 
that the news, either general or cor- 
porate, is a normally important fac- 
tor in stock prices; this is a supply- 
demand stock market, not a “news” 
market. I would like to point out, 
however, that for the next two quar- 
ters, at least, earnings comparisons 
will be made against recession earn- 
ings a year ago. For the first time in 
more than two years, earnings in the 
fourth quarter should be better than 
in the same quarter of the previous 
year. The comparison of the first 
quarter of 1959 with the first quarte: 
of 1958 should be still better. 


GOODMAN 





(CONTINUED FROM PAGE 59) 


One of the reasons for my hesitancy 
in recommending stocks recently has 
been the fact that on many days the 
most active stocks are not the ones 
bought by pension funds or invest- 
ment trusts. Here are some which 
have been the most active: 

Studebaker-Packard Graham-Paige 

American Motors Mohasco 

Avco Crown Cork 

Servel N. Y. Central 

Loew's Continental Motors 

Hupp Corp Alleghany Corp 

In other words, the leadership re- 
cently has not been in the better 
grade stocks. 


Advance release of Forses columnists’ 
regular articles. excepting Mr. Lurie’s. 
will be airmailec te readers on the day 
of their writing. Rates on request. 
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Next Year’s Commodity Charts 
... Right Now! 


An exclusive offer of 


Commetrics Institute 


You are invited to take advantage of a history-meking event! 
Situated in the Santa Monica mountains, just north of Beverly 
Hills, is the research heart of Commetrics Institute. Here, a 
highly-trained and speculation-conscious group is headed by a 
mathematical physicist. The founder is personally a member of 
seven leading commodity exchanges, and has actual “in-the-pit” 
experience. 


In the most important series of advances ever made in the 
futures forecasting field, we have carried forecasting from an 
error-prone art to almost a mechanical science. The practical 
implications are, of course, immense. 


How much money would it be worth to you if you 
could possess next year’s Wheat Chart, not next year 
as it developed, but right now? We venture to say 
that $1000 would not be too much. 


While we cannot deliver the perfect chart, our research staff is 
confident that it can give you a good approximation, now and at 
nominal cost. Moreover, each commodity chart we sell carries 
its own unconditional, untouched-in-the-bank*, money-back-guat 
antee! Either the specific instructions which we provide show a 
profit, or we return your payment. 

There are 16 different markets from which to choose. Given in 
parentheses is the number of complete trades indicated for 1959 
on each. (These are not seasonals. Furthermore, each chart dif 
fers markedly from every other.) 

WHEAT (5) WIN. FLAX (3) EGGS (6) RUBBER (4) 
RYE (3) LARD (2) SPUDS (4) COCOA (2) 


CORN (4) WOOL (2) HIDES (5) COFFEE (4) 
SOYBEANS (4) COTTON (4) COPPER (3) SUGAR <4 (4) 


Our charge depends upon the number of trades on the chart. One 
commodity, covered by one chart and possessing its own separate 
money-back guarantee, will cost $100 if there are 4 or more 
trades, $85 if there are only 3 trades, $65 if there are only 
2 trades. 


If you select four or more charts there is a 25‘ discount. 


Past experience on a total of 93 such charts produces a 14-1 
profit-to-loss ratio, although we are not quite that sanguine in 


our expectations. We invite inquiries. 


Research Director 


*As can be verified, the money will be held for one year in a special 
account at the Bank of Encino, 14708 Ventura Blud., Sherman Oaks 


Please circle the Commodity Charts for which you are enclosing 
full payment. 

Name 

Address. 


City Zone State 


Commetrics Institute 


commodity research and analysis 
14944 Rhinestone Drive Sherman Oaks, California 
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ACT NOW! 


OPo@. Bet see > 4 
‘ ry . or +, Ye 353 


BABSON’S FORECAST 


for STOCKS and BONDS 


Face next year’s uncertainties with 
confidence. Be guided on profitable 
investment moves by Babson’s latest 
ANNUAL FORECAST written to 
advise Babson clients all over the 
world. 

This FORECAST includes: 

@ OUTLOOK FOR SECURITY MARKET 

@ 10 GROWTH STOCKS for Solid Appre- 

ciation 

@ 5 LOW PRICED BARGAINS — inter- 

esting Speculations 

@ 20 INCOME STOCKS — yielding as 

high as 6.5% 
@ 10 Over-infiated STOCKS TO WEED 

OUT NOW 
@ Recent analysis of General Motors 
@ SAMPLE $20,000 PORTFOLIO 


Bonus for Promptness! 
Special Bulletin entitled 
“RESEARCH — FOR INVEST— 
MENT PROFIT”. 

The boom of the '60’s will be 
sparked by the results of product 
research. Bulletin includes 14 com- 


panies maintaining leadership in this 
field. 


Mail $1 with this ad 


Write Dept. F-92 


BABSON’S REPORTS INC. 
Wellesley Hills 81, Massachusetts 








SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 


Common Stock Dividend No. 79 


A regular quarterly divi- 
dend of 50 cents per share 
has been declared on the 
Common Stock of Southern 
Natural Gas Company, pay- 
able December 12, 1958 to 
stockholders of record at the 
close of business on Novem- 
ber 28, 1958. 

H. D. McHENRY, 
Vice President and Secretary 
Dated: October 25, 1958 
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(CONTINUED FROM PAGE 68) 
latter category may be of interest. 

Filtrol (Oct. 1, 1957) has been dis- 
appointing marketwise and earnings 
are running well behind last year. 
However, Filtrol’s financial position 
is growing stronger and stronger and 
a patient holder will be well re- 
warded, eventually. But if you don’t 
have this patience, don’t own Filtrol. 

Lorillard, mentioned at the same 
time, has more than quadrupled in 
price. If you still hold it, sell two- 
thirds and switch into Reynolds To- 
bacco “B.” 

Rose Marie Reid (Dec. 1, 1957), 
the California swim suit maker, moved 
nicely from 742 to 12% and has now 
reacted to 1042 because of lower earn- 
ings due to bad weather first in 
Florida and later up north. Recession 


| effects and higher promotion costs also 


cut into profits. Yet, the outlook for 
this well-run company remains fa- 
vorable and the stock should be re- 
tained. 

The uranium stocks (Dec. 15, 1957) 
have been comparatively poor market 
performers, quite undeservedly as far 
as Algom Uranium and Consolidated 
Denison are concerned because their 
operating results do not leave much to 
be desired. However, uncertainties 
about the future of uranium after ex- 
piration of present contracts, and the 
revived speculative interest in other 
mining situations seems to have caused 
a steady liquidation of even the 
soundest uranium stocks. While I 
have full faith in their merit, it is 
probably best for the average investor 
to avoid this group. 

Automatic Canteen was split 2-for- 
1 and nearly doubled in price. It has 
accomplished more than its immediate 
objective and the stock is no longer 
cheap. But this can be said of almost 
any favorably situated stock, and 
Automatic Canteen’s long-range pros- 
pects continue bright. 

American Motors, mentioned here 
on February 15th, is having an excel- 
lent year, but its tax loss carryfor- 
ward will be used up in the current 
fiscal year and from then on earnings 
won't look quite as lush. Anyone who 
has had the stamina to hold on to the 
stock until now has my full admira- 
tion. Looking ahead toward the 1960 
model year I would rather put my 
money on Chrysler (now 52) than 
on American Motors (now 35). While 
the latter is favored by a comparison 
of current earnings, Chrysler’s basic 
position is infinitely stronger and 
with a completely new line to be in- 


troduced next year it may well repeat | 
its sparkling earnings performance of | 


1957. 
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POOR & COMPANY 
CHICAGO 
. 
DIVIDEND NOTICE 


The Board of Directors has 
declared a quarterly divi- 
dend of 37 '%2¢ per share on 
the common stock payable 
December 1, 1958 to stock- 
holders of record at the 
close of business Novem- 
ber 14, 1958. 


A. J. FRYSTAK 


Vice President & Secretary 
— 22,1958 A 








Corporation 


National 
Distillers 
and 








Chemical 


( 


DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 
25¢ per share on the outstanding 
Common Stock, payable on De- 
cember 1, 1958, to stockholders 
of record on November 10, 1958. 
The transfer books will not close. 
PAUL C. JAMESON 
October 23, 1958 





Treasurer 








ividend Notice 


AMERICAN & 
FOREIGN 
POWER 
COMPANY INC. 


100 CHURCH STREET, MEW YORK 7,4. Y. 
The Board of Directors of the 


Company, at a meeting held 
this day, declared a quarterly 
dividend of 25 cents per share 
on the Common Stock for 
payment December 10, 1958 to 
shareholders of record at the 
close of business November 10, 
1958. 


H. W. Ba.cooyen, 
Executive Vice President 
and Secretary 


October 24, 1958. 
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BOOKLETS 


Valuable booklets are published by 
many concerns and made available 
free to interested businessmen. The 
best of these on matters of wide 
interest are listed as a service to 
Forses readers. Address your re- 
quest, by number, to: Subscriber 
Service Dept., Forses Magazine, 
70 Fifth Avenue, New York 11, N. Y. 


517. NickeL AND Our New FRONTIERS: 
With the opening of its first Cuban mine 
due in 1959, Cuban American Nickel Co., 
a Freeport Sulphur subsidiary, takes a 
quick illustrated look at the widening 
horizons for nickel. With relaxation of 
U.S. stockpile requirements, industry 
will be able to use the metal in ever- 
increasing quantities, and its uses are 
manifold—as plating or as an element in 
stainless steel—for everything from nu- 
clear reactors to cooking utensils (20 
pages). 


518. Your HEALTH AND RECREATION 
Dotiar: Nowadays everyone recognizes 
the tremendous importance of good per- 
sonal health and the positive use of rec- 
reation and leisure,time as vital to 
growth and happinesg. But neither “just 
happens.” It takes thoughtful planning 
to make them work for you. Here is a 
wide variety of ideas on how to plan for 
the costs of both and how to fit the costs 
into your budget. Normally sold for ten 
cents a copy, this pamphlet is being of- 
fered free to all Forses readers by spe- 
cial arrangement (36 pages). 


519. Wuy I INvesTED IN THE Gas IN- 
pustrRY: Written & illustrated by Car- 
toonist Don Herold, this leaflet is a 
once-over-lightly treatment of the basic 
facts about one of the US.’ fastest- 
growing businesses. “I’ve invested in 
gas,” declares breezy writer Herold, 
“because I think it has the most youth- 
ful vigor and the most exciting future of 
any industry.” Herold documents his as- 
sertions with statistics, leavens them 
with sketches and charts. Some of his 
points: gas is now the fifth largest US. 
industry in plant investment; its assets 
have nearly tripled in the past decade; 
gas sales regularly increase nearly 10% 
a year (12 pages). 


520. Varicose Veins: Had man never 
got up off all fours and learned to walk 
on his hind legs, points out this pam- 
phlet prepared by the American Heart 
Association, he might not now suffer 
from this ancient and widespread afflic- 
tion. Reason: man’s upright stance 
forces blood to flow back to the heart 
against the pull of gravity. Thus those 
who have inherited weak veins or whose 
occupation keeps them on their feet face 
problems for which this offers practical 
suggestions (12 pages). 
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DIVIDEND 
NO. 45 


TENNESSEE 
GAS 


TRANSMISSION COMPANY 


AMERICA’S LEADING TRANSPORTER OF NATURAL GAS 


HOUSTON, TEXAS 


The regular quarterly dividend of 35c per 
share has been declared on the Common 
Stock, payable December 16, 1958 to 
stockholders of record on November 21, 


1958. 





J. E. IVINS, Secretary 








= UNION 
roy. N 1-110) 5 


New York, October 22, 1958—the 
Board of Directors of Union Carbide 
Corporation has today declared a 
Quarterly Dividend of ninety cents 
(90¢) per share on the outstanding 
capital stock of the Corporation, pay- 
able December 1, 1958 to stockhold- 
ers of record October 31, 1958. The 
last Quarterly Dividend was ninety 
cents (90¢) per share paid Septem- 
ber 2, 1958. 

Payment of this Quarterly Divi- 
dend on December 1 will make a total 
of $3.60 per share paid in 1958. In 
1957, $3.60 per share was also paid. 


BIRNY MASON, JR. 
Vice-President and Secretary 
UNION CARBIDE CORPORATION 


























PHILADELPHIA ELECTRIC 
COMPANY 


chi } olice 


Dividends of 50 cents a share on 
the COMMON STOCK, and 25 
cents a share on the $1 DIVI- 
DEND PREFERENCE CoM. 
MON STOCK for the quarter end- 
ing December 31, 1958, have been 
declared payable December 20, to 
stockholders of record at the close 





of business on November 19. 
Checks will be mailed. 
C. WINWER 


Treasurer 


8 “ 
PUGET SOUND POWER 
& LIGHT COMPANY 


Common Stock Dividend 
No. 61 


The Board of Directors has de- 
clared a dividend of 36c¢ per 
share on Common Stock of Puget 
Sound Power & Light Company, 
payable November 15, 1958, to 
stockholders of record at the close 
of business October 22, 1958 
Frank MCLAUGHLIN 
President 

















ROCKWELL 





STANDARD 
WORKING CAPITAL OF 
$55 MILLION 
ASSURES OUR ABILITY 


to serve... 

* Transportation—Construction 

* Agriculture—Petroleum 

* General Industry and 
Government 


better with... 

* Axles—Transmissions— 
Torque Converters 

* Leaf and Mechanical Springs 

* Bumpers—Cushion Springs 

* Brakes—Forgings—Stampings 

* Grating—Universal Joints 

* Executive Aircraft 


DIVIDEND NOTICE 





The Board of Directors has today 
declared a regular quarterly dividend 
of fitty (SO@) cents per share on the 
Common Stock of the Company, pa 
able December 10, 1958, to stock 
holders of record at the close of busi 
ness November 14, 1958 

A. A. Finnell 


secretary 
October 27, 1958 


ROCKWELL-STANDARD CORPORATION 


Coraopolis, Pennsylvania 
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TEXAS PACIFIC COAL AND OIL COMPANY 
ote, 
od , 


Cash Dividend 
No. 197 
December 5, 1958 





° e 
¢ ° 
*anga® 


At the regular monthly meeting held October 
27, 1958, the Board of Directors declared a regu 
lar quarterly cash dividend of 25 cents a share 
payable December 5, 1958, to stockholders of rec 
ord at the close of business November 10, 1958 


By R. Seibel, Secretary 














Ready in 10 days! 


FOR FREE EXAMINATION 


FORBES GUIDE TO 
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FEATURING 
TODAY’S 65 BEST 
STOCK BUYS 





ig profits were made in all areas of common 
stock investments in 1958—no one type or 
price range had a corner on profitable oppor- 
tunities for the alert investor. That’s why this 
new FORBES guide includes these key groups: 


© SPECULATIVE LOW PRICE (American Motors—320% profit }* 
© YOUNG GROWTH STOCKS [Polaroid—125% profit)}* 


© "JUNIOR" BLUE CHIPS (Eastern Stainless Steel—115% profit)}* 

© SENIOR GROWTH STOCKS (Zenith—120% profit)* 

@ OVER-THE-COUNTER STOCKS [ Alaska Oil & Mineral—164% profit)}* 
© HIGH YIELD SECURITIES (Lorillard—168% profit )}* 


TuHese 65 Srocxs Meer rue Proeit Test... 


SPECULATIVE LOW-PRICE STOCKS—10 PICKED TO BUY NOW 


Ihe most dynamic profit opportunities in 1958 were in low-price 
stocks. Gains of over 300% were scored by leaders in this group 
But this investment area is also the most dangerous—low price 
does not necessarily mean low quality, but the risks are great 
unless you know how much real value you are getting for yout 
dollar. LAL's skilled security analysts have selected in this section 
a group of low-price stocks—stocks that help you buy BIG 
PROFIT POTENTIALS with small amounts of capital. These 
carefully researched stocks combine almost blue-chip quality with 
low-priced volatility. A sound $5 stock is three times as likely to 
move to $10 as a $50 stock is to move to S100—so the RIGHT 
low-price stocks do belong in your portfolio, and we believe these 
ave the RIGHT low-price stocks for appreciation and_ profits 


YOUNG GROWTH STOCKS—15 PICKED TO BUY NOW 


The best way to build your family fortune today is to invest in 
“young” growth stocks. The IBM's, General Electrics, du Ponts 
of the future are in operation now—the companies with young 


ideas. who are plowiie profits back into research, expansion, 


acquisitions, merchandising. But these companies are not easy to 
spot—the “popular” ones have already discounted the present 
and many years into the future. The more obscure ones have 
the same growth pattern, but have not yet been recognized by 
the public. These are the profitable opportunities LAL’s security 
analysts have found for you in this new manual. The big money 
making Opportunities of today and tomorrow are in young 
growth stocks—vou'll find the best ones in the new Forbes guide 


“JUNIOR” BLUE CHIPS—12 PICKED TO BUY NOW 


Che price of the traditional “blue chip” stock is usually very 
high—and the opportunity for phenomenal growth is limited 
But there is a tremendous profit potential in what has come to 
be known as a “junior” blue chip. These are the companies with 
sound records of sales and profits, with strong, dynamic leade1 
ship, with the intrinsic values needed to achieve blue chip 
ratings in the future. In this section of this new guide are 
securities whose past records, overall circumstances and potential 
growth factors tab them as the leaders of tomorrow. And, they 
are attractive investment opportunities right now for the alert 
investor. 
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OVER-THE-COUNTER STOCKS—5 PICKED TO BUY NOW 


You'll find stocks of young and old companies, big and small 
corporations, “blue chips” and speculations in the tremendous 
Over-The-Counter market. This rich and varied market in securi 
ties is overlooked by all but the professionals—yet 90° of the 
big-name stocks now traded on the N.Y.S.E. were once traded 
over-the-counter where they could have been bought for a small 
fraction of what they are worth today. Of the companies which 
prefer to remain unlisted, Eastern Industries sold as low as 38¢ a 
share. Today it’s $23. Investors Diversified Services was 60¢ 
today it’s $136. This new Forbes guide handpicks some “ground 
floor” companies which should “graduate” to the big-Board and 
become the giants of the future. : 


HIGH YIELD SECURITIES—6 PICKED TO BUY NOW 


While an 8-10°% yield sounds attractive, it can also be a danger 
signal—high yield alone does not mean a sound investment. IAI 
security analysts picked Lorillard at 32 because it had a good 
yield—but they also spotted an aggressive new management team 
a new product that was catching on with the public. The rest is 
1958 stock market history—Lorillard zoomed to a high of 8574 
for a 168%, profit. Now these same experienced analysts, who 
selected all 65 stocks in this big new manual, hand pick these 
top securities which not only produce good income, but give you 
a shot at capital appreciation in the bargain. 


SENIOR GROWTH STOCKS—12 PICKED TO BUY NOW 


There are hundreds of stocks which have the “growth” label 
Senior growth stocks combine the sound fundamentals of a “blue 
chip” with a record of expansion which is reflected in sales, 
earnings and dividends. These stocks should give you huge 
capital gain opportunities in the years ahead. In addition, these 
senior companies should profit most from the dynamic growth 
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City orders. 
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ADDRESS 


CITY 
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Please send me 
10 days’ free examination. In 10 days I will remit $10 (plus postage 
and handling) or return Manual and owe nothing. Add 30¢ Sales Tax on New York 


[) Check here if you enclose payment to save postage and handling costs. 


of our economy—should continue to pour money into research 
new products and management in order to maintain their out 
standing record of mounting sales and profits Forbes Guide to 
Profits in Common Stocks” shows you those which give vou the 


most for your money in earnings, assets, management and growth 


CANADIAN STOCKS—5 PICKED TO BUY NOW 


You can buy low-price speculations, sound growth stocks, high 
vield securities, in fact any type of security found on the t S 
Kxchanges can be found in Canada. ‘But how do you sort out 
the wheat from the chaff? With so little information readily 
available, with much less control over speculative selling—how do 
you uncover those stocks which can easily become the IBM's 
du Ponts, AT&T's, Standard Oils of the tuture And the op 
portunities for tremendous profits are there for those who have 
the facilities for research, the time to probe. But, now this 1 
search has been done for you—now in “Forbes Guide to Common 
Stock Profits,” LAI analysts have studied the Canadian market and 
uncovered these brilliant new opportunities to profit in Canadian 
stocks. 


ORDER NOW—SAVE $5— 
10 DAY FREE EXAMINATION 


This new guide will be published in 10 days. That's why you 
should place yout order NOW at the special Pre-Publication 
price of $10—a saving of $5, 3314 on the regular price of $15 
And, just as important, this new guide must be something you 
can put to immediate, profitable use—so you are free to examine 
it at our expense for 10 full days. At the end of that time you 
can either remit $10 (a $5 saving) or return the guide and owe 
nothing 

Io make certain you receive your copy ol “Forbes Guide t 
Common Stock Profits” immediately on publication, order 
today. Not only because the supply is limited, but because 
urgent to be among the first to know about these 
stock buys 
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CLIP AND MAIL TODAY — ACT NOW AND SAVE $5 


Investors Advisory Institute Inc. E-1029 
Subsidiary of FORBES Inc. 
70 Fifth Avenue, New York 11, N. Y. 


copy (s) of “FORBES GUIDI rO COMMON STOCK 


JONI STATI 
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ON THE 


TH 0 U ¢ HTS BUSINESS OF LIFE 


To be a participant is itself a glory. 
With our confreres on distant planets, 
with our fellow animals and plants of 
land, air and sea; and with the rocks 
and waters of all our planetary crusts, 
and the pontons and atoms that make 
up the stars... we are associated in 
an existence .. . that inspires respect 
and deep reverence. We cannot #s- 
cape humility. —HarLow SHAPiEY 


That man is prudent who neithe 
hopes nor fears anything from the 
uncertain events of the future. 

ANATOLE FRANCE 


It will be a shock to men when they 
realize that thoughts that were fast 
enough for today are not fast enough 
for tomorrow. But thinking tomor- 
row’s thoughts today is one kind of 
future life. ~CHRISTOPHER MORLEY. 


We are not to judge thrift solely 
by the test of saving or spending. If 
one spends what he should prudently 
save, that certainly is to be deplored. 
But if one saves what he should pru- 
dently spend, that is not necessarily 


to be commended. A wise balance 
between the two is the desired end. 
—OweEN D. Youna. 
Labor is life. —TuHomas CARLYLE. 
An aim in life is the only fortune 
worth the finding; and it is not to be 
found in foreign lands, but in the 
heart itself. 
—Rosert Louis STEVENSON. 


Nothing is so fatiguing as the eter- 
nal hanging on of an uncompleted 
task. —WILLIAM JAMES. 


One thing I certainly never was 
made for, and that is to put principles 
on and off at the dictation of a party, 
as a lackey changes his livery at his 
master’s command. —Horace MAnn. 


It is chiefly upon the lay citizen, 
informed about science but not its 
practitioner, that the country must 
depend in determining the use to 
which science is put, in resolving the 
many public policy questions that 
scientific discoveries constantly force 
upon us. —Davip E. LILientTHAL. 


Restlessness and discontent are the 
first necessities of progress. 


—Tuomas A. EDISON. 


78 


Insist on yourself; never imitate. 
Your own gift can present every mo- 
ment with the cumulative force of a 
whole life’s cultivation; but of the 
adopted talent of another you have 
only an extemporaneous half-posses- 
sion. That which each can do best, 
none but his Maker can teach him. 

RaLtepH WALDO EMERSON. 


B. C. FORBES: 


While it is wise to concentrate 
upon getting on in the world in 
the first half of one’s life, it is a 
tragic mistake not to begin 
thereafter to indulge in a ration- 
al amount of rest and enjoyment. 
Just as one has to learn how to 
work successfully, one must 
learn how to play successfully. 
Many men do not realize this 
until too late. Then they find 
that the leisure to which they 
had looked forward to for many 
years fails to yield the pleasure 
they had expected and brings 
them nothing but lonesomeness 
and disillusionment. The best 
plan is to lighten the daily load 
as one grows older by delegat- 
ing responsibility to trained as- 
sociates, but not to retire com- 
pletely. Neither does all work 
and no play nor all play and no 
work make for a happy ending 
of one’s days. 


Truly there is a tide in the affairs 
of men; but there is no gulf-stream 
setting forever in one direction. 

—JAMES RUSSELL LOWELL. 


Good management. consists _ in 
showing average people how to do 
the work of superior people. 

—JOHN D. ROCKEFELLER. 


Anyone who proposes to do good 
must not expect people to roll stones 
out of his way, but must accept his 
lot calmly if they even roll a few 
more upon it. —ALBERT SCHWEITZER. 


Public money ought to be touched 
with the most scrupulous conscien- 
tiousness of honor. It is not the prod- 
uce of riches only, but of the hard 
earnings of labor and poverty. It is 
drawn even from the bitterness of 
want and misery. Not a_ beggar 
passes, or perishes in the streets, 
whose mite is not in that mass. 

—THOMAS PAINE. 


Tact is the unsaid part of what you 
think; its opposite, the unthought part 
which you say. —HeENry Van Dyke. 


You cannot antagonize and_ in- 
fluence at the same time.—J. S. Knox 


In no other country in the world 
is aspiration so definite a part of life 
as it is in America. The most pre- 
cious gift God has given to this land 
is not its great riches of soil and for- 
est and mine but the divine discon- 
tent planted deeply in the hearts of 
the American people. 

—WILLIAM ALLEN WHITE. 


Let no man imagine that he has no 
influence. Whoever he may be, and 
wherever he may be placed, the man 
who thinks becomes a light and a 
power. —Henry GEORGE. 


One man can completely change 
the character of a country, and the 
industry of its people, by dropping a 
single seed in fertile soil. 

—JouN C. GIFFORD 


Let us endeavor to see things as 
they are, and then decide whethe 
we ought to complain. 

—SAMUEL JOHNSON 


Existence is a strange bargain. Life 
owes us little; we owe it everything. 
The only true happiness comes from 
squandering ourselves for a purpose. 

—Joun Mason Brown. 


Never forget the day of judgment. 
Keep it always in view. Frame every 
action and plan with a reference to 
its unchanging decisions. 

—TuHomas CARLYLE. 


More than 3,000 selected “Thoughts” 
are available in a 544-page book. 
Regular edition, $5. Deluxe edition, 
handsomely boxed, $7.50. 





A Text... 


Sent in by Gordon K. Proctor, 
Attica, N. Y. What's your favorite 
text? A Forbes book is presented 
to senders of texts used. 


Be not deceived; God is not mocked; for 
whatsoever a man soweth, 
he also reap. 


that shall 
—GALATIANS 6:7 
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COPPER COILS—HEART OF COOLING EQUIPMENT 





DIMENSIONAL TUBE made by PHELPS DODGE 


Dimensional tube is copper tube made specifically for manufacturers of air-conditioning 

and refrigeration equipment. It is shaped into various types of refrigerant-carrying 

coils which extract heat and control humidity, help make our living more comfortable. Tube of 
this type must combine long-lasting quality with carefully precisioned dimensions 

Among equipment manufacturers Phelps Dodge enjoys an enviable reputation for dimensional 


tube of the finest materials, the most expert workmanship. 


PHELPS DODGE COPPER PRODUCTS 


CORPORATION + SOO PARK AVENUE, NEW YORK 22 as ee 


FIRST FOR LASTING QUALITY FROM MiN€E TO MARKET 





NEW 


asrly, -- 


YORK 


THE SHERATON-EAST HOTEL 
formerly the Ambassador, Park Avenue, New York 


EASTERN Div. 
NEW YORK 
Park-Sheraton 
Sheraton-East 
(formerly the 
Ambassador) 


Sheraton-McAlpin 


Sheraton-Russell 
BOSTON 
Sheraton-Plazo 
WASHINGTON 
Sheraton-Carlton 
Sheraton-Park 


PITTSBURGH 
Penn-Sheraton 
BALTIMORE 
Sheraton -Belvedere 
PHILADELPHIA 
Sheraton Hotel 
PROVIDENCE 
Sheraton-Biltmore 


ATLANTIC CITY 


Sheraton Ritz-Carlton 
SPRINGFIELD, Mass. 


Sheraton-Kimball 


ALBANY 
Sheraton-Ten £ 
ROCHESTER 
heraton Hotel r 
BUFFALO DETROIT 


heraton Hote herat od 


SYRACUSE CINCINNATI 
Sheraton Sys 3 


sheraton-Gibson 
Sherato = Witt Mote 


ST. LOUIS 
SRGHAMTON, a Jeflerson 
Sheraton-Bingham OMAHA 
lopens early 15 


Sherato 


Sheraton 8 


Sheraton Corporation Shares are 


MIDWESTERN Div. 


LOS ANGELES 


THE SHERATON-WEST HOTEL 
formerly the Sheraton-Town House, Wilshire Boulevard, Los Angeles 


THE WELCOME THAT SPANS THE CONTINENT 


Sheraton is glad to see you in 47 celebrated hotels, in 37 cities coast to coast in the U. S. A. and Canada 


SHERATON HOTELS 


For fast, free reservations, by 4-second Reservatron or Teletype, call your nearest Sheraton Hotel 


LOUTSVELE FRENCH LICK, Ind. 
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